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MONDAY MAY 2, 1949 
10.00 A.M. 
THE CHATRMAN : Mr. Hunter, I will ask you to read 
the Commission. 
MR. HUNTER: 
"Alexander of Tunis” 
CANADA 
GEORGE THE SIXTH, by tne Grace of 
God, of Great Britain, Ireland and the 
British Dominions beyond the Seas KING, 
Detender Of *thev hatch 
TO ALL TO WHOM THESE PRESENTS 
shall come or whom the same may in any- 


wise concern 


GREETINGS 
'F oF. Varcos” 
DEPUTY MINISTER OF JUSTICE, WHEREAS by reason of 
CANADA. economic ,geographic ,and 


other disadvantages ,cert- : 
ain sections of Canada are adversely affected 
by transportation difficulties and by certain 
anomalics which are said to be found in the 
existing tariffs of tolls and rates. 

AND WHEREAS it would be in the public 
interest that an inquiry be made into the 
matters involved in order that all questions 
of economic policy within the jurisdiction 
of Parliament arising out of tne operation 
and maintenance of national transportation, 
may be examined and reported upon. 


AND WHEREAS it is expedient and our Governor 


ary heey 
Sed agar 
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in Council has, by Order P.C. 6033, of the twenty- 
thinth day of December, in the year of Our Lord one 
thousand nine hundred and forty-eight (copy of which 
is -hereto annexed) authorized the appointment, under 
Part I of the Inquiries Act, Chapter 99 of the Revised 
Statutes of Canada, 1927, of Our Commissioners therein 
and hereinafter named to inquire into and report upon 
the said matters, and without limiting the general 


Score ot their inquiry, particularly 


(a) to review and report upon the effect, if any, of 
economic, geographic or other disadvantages under 
which certain sections of Canada find themselves 
in relation to the various transportation services 
therein, ante recommend what measures should be 
initiated in order that the national transportation 
policy may best serve the general economic well- 
beine Of al). Ganada: 

(b) to review the Railway Act with respect to such 
matters as guidance to the Board in general freight 
rate revisions, competitive rates, international 
rates, etc., and recommend such amendments therein 
aS may appear to themto be advisable; 

(c) to review the capital structure of the Canadian 
National Railway Company and report on the ad- 
visability, (or otherwise), of establishing and 
maintaining the fixed charges of that Company on 
a basis comparable to other major railways in 


North America; 
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to review the present-day accounting methods 

and statistical procedure of railways in Canada, 
and report upon the advisability of adopting, 
(or otherwise), measures conducive to uniformity 
in such matters, and upon other related problems 
such as depreciation accounting, the segregation 
of assets, revenues and other incomes, etc., 

as between railway and non-railway items; 

to review and report on the results achieved 
under The Canadian National-Canadian Pacific 
Act, 1933, and amendments thereto, making such 
recommendations as the present situation warrants; 
to report upon any feature of the Railway Act, 
(or railways legislation generally) that might 
advantageously be revised or amended in view 

of present-day conditions. 


NOW KNOW YE that by and with the advice of 


our Privy Council for Canada, We do by these Presents 


nominate, constitute and appoint the Honourable 


We Peele tireecon, K.o.5 buawe, a member of Our PYLVy, 


Council for Canada; Henry Forbes Angus, Esquire, 


Professor of Economics, University of British Columbia, 


er ihe City or Vancouver, in the Province of British 


Columbia, and Harold Adams Innis, Esquire, Professor 


of Political Economy, University of Toronto, of tite 


tity ot Toronyw, in’ the Province of Ontario, GO ve 


our Commissioners to hold and conduct such inquiry. 


TO HAVE, HOLD, EXERCISE and ENJOY the said 


office, place and trust unto the saia Wer .A.Turgeon, 
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Henry Forbes Angus and Harold Adams Innis together with 
the rights, powers, privileges and emoluments unto the 
S210 Git icey piece and trust, of right and. by Law 
appertaining, and as are more particularly set out in the 
said Order in Council, during Our pleasure. 

And We do hereby authorize Our said Commissioners 
to have, exercise and enjoy all the powers conferred upon 
them by the said Inquiries Act. 

And We do hereby require and direct Our said 
Commissioners to report to Our Governor in Council the 
result of their investigations, together with the 
evidence taken before them and any recommendations 
which they may see fit to make in the circumstances. 

And We do further appoint the said the Honourable 
W.F.A. Turgeon to be Chairman of Our said Commission. 

IN TESTIMONY WHEREOF We have caused these Our 
Letters to be made Patent and the Great Seal of Canada 
to be hereunto affixed. 

WITNESS: Our Right Trusty and Well-beloved 
Cousin, Harold Rupert Leofric George, 
Viscount Alexander of Tunis, Knight of Our 
Most Noble Order of the Garter, Knight Grand 
Cross of Our Most Honourable Order of the 
Bath, Knight Grand Cross of Our Most 
Distinguished Order of Saint Michael and 
Saint George, Companion of Our Most Exalted 
Order of the Star of India, Companion of 
Our Distinguished Service Order, upon whom 


has been conferred the Decoration of the 
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Military Cross, Field Marshal in our Army, 
Governor General and Commander-in-Chief of 
Canada. 
AT OUR GOVERNMENT HOUSE, in Our City of Ottawa, 
this Twenty-ninth day of Decembe in the year of Our 
Lord One Thousand nine hundred and forty-eight and 


in -cthesThirceenth year of Our. Reign. 


BY COMMAND, 
‘ho He Coleman 


UNDER SECRETARY OF STATE." 


i will file a certified copy of the Commission, sir, 
and certified copies of P. C. 6033, as amended by P.C.959. 

THE CHAIRMAN: I think, gentlemen, that I should say 
at this stage a few words on behalf of my colleagues and myself 
concerning the scope and the objects of the inquiry. There 
1s a reason for that, as will appear as I go on. 

As you have heard from the reading of the pertinent 
Order inCouncil, it has been represented to the Government 
that certain sections of Canada are suffering from economic, 
geographic and other disadvantages, and that they are, 
therefore, affected adversely by transportation difficulties 
and by certain anomalies said to be found in the existing 
tariffs of tolls and rates. 

The Government, having looked into the representations 
so made, has decided that the matters involved should be 
inquired into with a view to bringing about relief where 
relief can and ought to be afforded. The Government, 


hoWever, has reached the conclusion that these matters are 
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so far-reaching that it will be necessary, in order to deal 
with them effectually, that an examination be made of all 
questions of economic policy within the jurisdiction of 
Parliament arising out of the operation and maintenance of 
national transportation. This Commission is charged with 
the task of making this examination and of reporting to the 
Government upon the facts and the remedies which it may 

be deemed advisable to sugzest. The object in view 

is to enable the Government to initiate measures which will 
make the national transportation policy serve the economic 
well-being of all Canada. 

After formulating this general commitment to this 
Commission, the Order in Council proceeds to specify certain 
matters of particular interest enumerated in paragraph 
numbered 2 with its sub-clauses a,b,c,d,e and f. You will 
note that each one of these clauses provides a problem 
which can only be solved by the application of much time 
and study. Nevertheless, these clauses are not intended 
to be exhaustive of the subject because the Order in Council 
Says that they are not to be taken as restricting the 
generality of the terms of reference. They are meant, no 
doubt, to call our attention to certain essential parts 
of the entire problem, which is to embrace all questions 
within the jurisdiction of Parliament concerning the 
Operation and maintenance of national transportation in its 
economic aspect. 

My colleagues and myself are very happy to know 
that in carrying out our task we are to have the assistance, 


not only of our own Counsel and of such other sources of 
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information as we may have recourse to, but also the 
additional assistance of Counsel for the Canadian National 
Railways and the Canadian Pacific Railway Company and for many 
of our provinces. We are also pleased to know that we are 
to hear from other organizations who feel that they are in 
a position to furnish us with facts and arguments which 
will help us to arrive at a satisfactory completion of our 
task. In general we wish to make it known that we shall 
welcome assistance from all quarters in the carrying out 
Of Our Unguiry. 

There is one point which we think ought to be made 
clear at these sittings. We have reason to believe 
that certain A eee have arisen among the public 
as to the powers and duties of this Commission. Our body 
has been appointed to inquire into certain matters and to 
report upon themto the Government of Canada with a view 
to the action of Parliament being asked for by the Govern- 
ment if the recommendations which we make are found to 
be acceptable. We, therefore, are a Commission of Inquiry. 
We may recommend changes in the Statutes, but we are not 
authorized to perform any functions entrusted by Statute 
to the Board of Transport Commissioners for Canada or to any 
other body. We are not an appellant tribunal appointed to 
give relief of our own motion in particular cases. For 
instance, we have no authority to fix or to change freight 
rates now in force in any part of the country. Our duty 
is to make recommendations. We think that the concluding 
paragraph of the Order in Council (paragraph 5) makes all 
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I think, then, that we may proceed now to ascertainihg 
who is with us this morn ng, and having noted the appearances 


of counsel. 


MR. JOHN CONNOLLY: Mr. Chairman, I am instructed 
by Mr. Frank Smith of Halifax to appear for the Government 
of Nova Scotia. 

MR. PAUL BARRY: Mr’: Chairman, I appear for the 
Province of New Brunswick. 

MR. STUART B. BROWN: Mr. Chairman, I appear for 
the Canadian Manufacturers' Association. 

May ERIC COOK: Mr. Chairman, I appear for the 
Province of Newfoundland. 

Mavog. co. FRAWLEY, KiC.: Mr. Chairmany £ appear 
for the Province of Alberta, and this morning I am appearing 
for the Provinces of British Columbia, Saskatchewan and 
Manitoba. 

Mee ge Orc. CAMPBELL, @:3C.> Meo Chairman, 2 
appear for the Province of Prince Edward Island. 

MR. H. E. O'DONNELL, K.C.: I appear, Mr. Commis- 
sioner and members of the Commission, with my learned 
friend Mr. N. J. MacMillan, General Counsel, Canadian 
National Railways, and Mr. Henry C. Friel, K.C., General 
Solicitor for the Canadian National Railways. 

Meo CS RSH CARSON, KC-: IL appear, Mr. Cheirman 
and members of the Commission, for the Canadian racitac 
Railway Company, with Mr. F. C. S.Evans, fC. We 
YD. M. ‘Spence,,and Mr. I. DP. Sinclair. 

MR. W. J. MATTHEWS: I appear, Mr. Chairman, for 


the Department of Transport. 
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THe CHAIRMAN: That. is all; is 10? 

MR. O'DONNELL: Mr. Chairman, it has been indicated 
that it might be well to draw to the attention of the 
Commission that Mr. R. C. Vaughan, President of the 
Canadian National Railways, has felt that it would be well 
for him to be present at the opening session to indicate, 

I think, the considerable interest which his road has in 
the important work of this Commission which is about to 

begin. I have pleasure in indicating that Mr. Vaughan 

is here. 

MR. CARSON: Mr. Chairman, Mr. Walker, the Chairman 
of the Canadian Pacific Railway Company,is also here, and 
is prepared to make a statment to the Commission. 

THE CHAIRMAN: Well, I am sure that we are all 
very happy indeed to have you gentlemen here this morning, 
and we extend a very hearty welcome to all of you. I just 
wonder whether you have anything to say to the Commission. 

MR. VAUGHAN: Mr. Chairman and Commissioners, for 
the purpose of brevity and clarity, I will read my state- 
ment. 

We welcome this Royal Commission on Transportation 
in Canada. 

There has been entrusted to the Management of the 
Canadian National Railway mileage of great magnitude, 
larger indeed than that of any other railroad in North 
America. The System serves all the ten provinces of 
Canada, purchases commodities of a greater value and 
gives employment to more people than any other industrial 


undertaking in our country. Its effect on the national 
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welfare of Canada is obviously very important. 

In common with other railroads, the Canadian 
National faces problems of great complexity, the solution 
of which can be found only in a broad understanding of the 
vital work which the Railway is called upon to do for 
agriculture and industry and in the development of our 
natural resources. In addition the Canadian National 
has, by reason of its history, certain special problems, 
and these you have been directed to examine under your 
terms of reference. 

It will be the aim of the Canadian National Manage- 
ment to give to the Commission every and all aid in arriv- 
ing at its conciusions, which we are confident will havea 
profound effect upon the transportation policy of Canada 
in the decades ahead. Legal counsel and officers from 
various departments of the System are being made available 
Loe youl : 

The Royal Commission, which it seems to us is making 
its inquiry into Canadian transportation at an opportune 
time will carry with it in its work the support of all our 
citizens who realize that healthy, vigorous transportation 
systems are the first necessity of vere and rapidly de- 
veloping country such as ours. 

MR. WALKER: Mr.Chairman and Members of the 
Commission: 

I deem it a privilege to be permitted to appear at 
this. opening Bein of your tribunal and to make a few 
observations, necessarily of a most general character at 
this stage, on behalf of the Canadian Pacific Railway 
Company, which is so vitally concerned in the result of 
your deliberations. 

No greater responsibility has ever been placed 


upon any group of men by Royal Comm ssion in Canada than 
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that which rests upon the shoulders of you gentlemen. 

Some of the problems which you will have to consider have 
been dealt with in former years by Commissions composed 

of men eminent in the public life of Canada, Great Britain 
and the United States, but your Commission is perhaps 

more comprehensive than any of those in the past. 

At the outset I should like to say that the 
Commission may count upon the fullest co-operation from 
the Canadian Pacific in the fulfilment of its task. It 
has often been said before but I venture to repeat that 
the policy of our Company has been and will be that what 
is good for Canada is good for the Canadian Pacific; and 
if a solution can be found which will settle the persistent 
allegations of territorial inequalities and discrimina- 
tions in the freight rate structure, and at the same time 
preserve a sound position for our railway in the general 
economy of the country, it will be as welcome to us as it 
will be to those who sought your intervention. We 
approach the inquiry in no controversial spirit, but with 
a genuine desire to be heipful. 

The freight rate structure of Canada upon which 
the railways primarily depend for their revenues, since 
passenger traffic is relatively unremunerative, is by no 
means the hodge-podge borne of accident or expediency which 
it is so often said to be. It has been regulated for the 
past 46 years by an independent tribunal .presided over 
by a great many men of outstanding ability whose judgments 
command respect and are consistent alike with reason and 


with the decisions of similar tribunals throughout the 
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English-speaking world. Those decisions, we suggest, 
will not lightly be disregarded by the Commission. 

One of the main purposes leading to the establish- 
ment of that tribunal, originally the Board of Railway 
Commissioners now the Board of Transport Commissioners 
for Canada, was the removal of the whole problem of 
railway rate regulation from the field of politicai con- 
troversy. That objective, important as it was in 1903, 
is of no less importance today, and will not, I feel sure, 
Bertost Signt of in your considerations. 

It is almost trite to say that the development 
and expansion of Canadian industry, both agricultural and 
industrial, depends in large measure upon the maintenance 
of modern and efficient railways’, and that these are even 
more vital to the nation in time of war than they are in 
times of peace. They can neither be provided nor main- 
tained without adequate revenues. 

The principle has often been laid down both in 
Canada and the United States, and cannot be seriously 
challenged, that any public utility is entitled to rates 
which, under economical and efficient management, will 
produce revenues sufficient to meet operating expenses 
and pay a reasonable return on the investment in the 
facilities devoted to the public service, 

No other industry can succeed with less, and the 
railways have no immunity from economic law. 

Tt foliows that the total traffic of the railway 
must produce the revenues to provide’ the fair return and 


that having regard to the total need, a rate structure 
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must be maintained which will move the maximum volume of 
trsiite of alltkinds:. All classifications of traffic 
cannot, of course, contribute equally to the over-all cost 
but if one class of traffic is carried or one section of 
bebhitory served at less: than its proper share of that 
cost, the inevitable result is to increase the burden on 
other commerce or on other sections of the country. 

There are already examples of this in the Canadian economy 
which will be brought Specifically to your attention. 

Railways must, nevertheless, have freedom to meet 
the competition of waterways, highways and airways, all 
of which are indirectly subsidized by their enjoyment of 
facilities provided at the cost of the Government, and 
which contribute relatively little to the tax revenues of 
Governments, dominion, Provincia ori municipal: 

Rates made to meet such competition, provided they 
be no lower than is necessary to retain the traffic and 
provided they return to the railway something more than 
the out-of-pocket cost of the service, are of benefit 
to the general public as well as to the railway because 
they make a contribution to the overhead expense which 
otherwise would have to be borne by the rest of the 
traffic of the country. On the other hand, to argue 
that because such rates are made to meet direct com- 
petition, rates must be reduced in other territories 
where no such competition is met, and which are reason- 
able rates for the movements involved, would be to invite 
immediate and overwhelming disaster to the railways. 


These are questions which daily confront, and 
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must be decided by, a competent regulatory tribunal. 

These and many other aspects of the transportation 
problem will be considered by your Comnission and our 
Company is most anxious that there should be available 
all of the necessary information and data without which 
a constructive and well-considered report would be impos- 
Sible. 

I only desire to add that as the Commission is 
undoubtedly aware, the Board of Transport Commissioners is 
also under mandate from the Government to proceed with a 
general freight rate inquiry, Scarcely distinguishable in 
some aspects from the inquiry your Commission has been 
directed to undertake. Our hope is that duplication may 
be avoided both in the scope of these inquiries and in the 
hearings of the two tribunals. Subject to that considera- 
tion our officers will be at your service and no effort 
will be spared to assist the Commission in reaching sound 
and fair recommendations. 

THE CHAIRMAN: We thank you, Mr. Vaughan and Mr. 
Walker, and I am sure that the remarks you have made this 
morning will be helpful to us as we proceed with our 
inquiry and study. 

I am in a position now to announce the proposed 
itinerary for the work of the Commission. Following two 
days here, the public notices of the times and places of 
hearings will appear in the press. They are as follows: 

We shall commence in Manitoba with hearings in 
Wannipeg son June aby and 3’ 

The Commission will then proceed to Saskatchewan, 


Sitting in Regina on June 7 to 9. 
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The Alberta hearings will be held inCalgary on 

June 13, and in Edmonton on June 16 and 17. 
| Hearings in British Columbia will be at Victoria 
on June 22 and 23, and at Vancouveron June 28 and 29. 

Hearings will also take place in Fort William and 
Port Arthur on Juiy 4 and 5. 

It is hoped that it will be possible to commence 
the regional hearings in the Maritimes at Halifax on 
Ml vele toe Lit. 

The Commission will then proceed to New Brunswick, 
sitting at Fredericton from July 18 to 20. 

The Commission will next proceed to Prince Edward 
Island holding sittings in Charlottetown from July 25 to 
ay & 

Further details concerning dates for regional 
hearings in Newfoundland, Ontario and Quebec will be 
announced later. 

Following these regional hearings, final hearings 
will be held in the city of Ottawa. 

Now, Mr. Ilsley, I understand we are to hear from 
you as to matters of procedure. 

MR. ILSLEY: Mr. Chairman and gentlemen of the 
Commission, it seems appropriate at this formal opening 
that something should be said by Commission Connsel about 
the procedure to be followed. Indeed, you have asked 
my Associate Counsel, Mr. Desmarais, and myself to outline 
the procedure which has commendedi itself to you as the 
most advisable to pursue. If any counsel or others 


present have any further suggestions concerning procedure 


a 
i 


s 
7 
_ 


_mbieea desde lew: 


t @&: re da 


- 


’ 
7 


Pract 


Sats hi 


Bi wy 


Foy wo oi 
oe ey ta 


SLEW. ce ig a: 


ae oth 


Ore tags. te 


~~ 
mee siehigaet 


ty 


tl foe Mr. Ilsley 


and would like to make them today, I am sure that you 
would be glad to give them consideration. I hope, 
however, that our proposals in respect of procedure will 
appeal to everyone as reasonably satisfactory. 

The first meetings of the Commission took place 
in February. These meetings were for the purpose of 
organization and planning the approach to the problems 
confronting the Commission. It was decided, at that 
time, to commence preliminary studies of some of the 
problems within the terms of reference of P.C. 6033, and 
these studies have been progressing and will be continued 
as the work of the Commission progresses. It was also 
decided, at an early stage, by the Commission, that the 
provincial governments, the railways of Canada and other 
interested organizations and associations should be 
advised of the terms of the reference to the Commission 
and invited to make written submissions thereon. In 
my remarks I shall occasionally refer to written sub- 
missions as briefs. Strictly speaking, the two terms 
do not mean the same thing but in what I am about to say 
I shall use them in the same sense and interchangeably. 

Several of the submissions or briefs have been 
received. I believe there are still some to come in. 
In some cases outline briefs have been forwarded and the 
Commission expects to receive detailed briefs at a later 
date. It was arranged that the seven provinces who 
originally indicated an interest in the work of the 
Commission would submit their briefs by the end of April. 


The Province of Newfoundland requested further time for 
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submission of its preliminary brief, and it is hoped that 
this will be received onor before the 15th of May. Lt 
was also arranged that the Canadian National Railways and 
the Canadian Pacific Railway Company would submit briefs 
on or before the lst of June. It is anticipated that 
after that date the eight provinces which have indicated 
that they wish to be heard by the Commission may submit 
briefs in greater detail. No time has been set for 
the forwarding of these detailed briefs but it is felt 
that they should be filed with the Commission on or before 
June 15th. The Maritime Transportation Commission has 
advised the Commission that it does not intend to submit 
a preliminary brief but will present a detailed brief 
before the Commission when it holds hearings in the mari- 
time provinces. This detailed brief should also be filed 
with the Commissionon or before June 15th. 

With regard to the briefs which I have mentioned 
-- both preliminary and detailed --~ namely those of the 
eight provincial governments which I have mentioned, the 
Maritime Transportation Commission and the railway com- 
panies, it was thought that some provision should be made 
for exchange of briefs between those presenting them. 
The Commission will require ten copies of each brief for 
its own use. The matter of the exchange of briefs between 
the governments and organizations which I have mentioned 
is being left to be arranged amongst themselves. It 
is sugzested that when the briefs are forwarded to the 
Commission, copies should also be forwarded to the Counsel 


for the provincial governments in question and the 
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railways and the Comm ssion advised as to those to whom 
copies have been sent. Two of the provincial governments, 
those of Ontario and Quebec, have not yet indicated whether 
they wish to make representations to the Commission. With 
regard to these two provincial governments and with regard 
to persons and organizations other than those I have men- 
tioned, who may wish to appear before the Commission, it is 
proposed that any briefs or submissions of these govern - 
ments, persons and organ zations be filed with the Com- 
mission at least once week before tre -espective sittings 
at which the submissions will be heard. Arrangements for 
exchange of briefs between any persons, governments and or- 
ganizations who submit them will be facilitated by the 
Secretary, upon request, insofar as possible. 

Another procedural matter whic’ I should mention 
is the production of information when requested by one per- 
son, government or organization making submissions to the 
Commission of another person, government or organization 
making or intending to make submissions. The information 
asked for, in some cases, may be»very extensive and ihe 
person, government or organization from whom the informa- 
tion is sought may object to furnishing it because of the 
time and expense involved in so doing. The Commission may 
then be asked to direct the supply of the information. The 
rule to be applied in these circumstances will be that the 
information should be applied and that the Commission 
Will direct, that ih be supplied if it is regarded by the 
Commission as relevant and if it does not involve undue 
expense or delay. 

I should say also that there-will be, from time 


to time, requests by members of the Commission or by its 
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technical staff and assistants for information and that 
these requests will probably be directed to provincial 
governments and to the railways. Since such information 
will be required to assist the Commission in its work, 

I am sure that all concerned will assist and co-operate 
with the staff of the Commission when such requests for 
information are received. 

The Commission will have a technical staff which 
will be engaged in the gathering of information and the 
preparation of studies for the assistance of the Commission. 
Inquiries have been made as to whether studies prepared by 
Commission staff will be available to the various persons, 
governments and organizations appearing before the Com- 
mission. Some of these studies may very well be of such 
a factual or final nature that they can, during the course 
of the inquiry, properly be made available to any persons, 
governments and organizations appearing before the 
Commission and desiring them. To certain other types 
of studies and reports of the technical staff of the 
Commission other considerations may apply; therefore no 
general rule can be laid down as to the availability of 
prepared studies to those interested, it being left to 
the Commission to decide in each case whether it feels that 
some benefit or advantage would result from making the 
studies available and to direct accordingly. 

As you, Mr. Chairman, have indicated, plans have 
been made to hold regional hearings in the provincial 
capitals as well as in certain other cities. Lteis 


planned, as far as possible, to hold these regional 
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hearings in court houses and the Secretary will be cor- 
responding, in the course of the next few days, with the 
Attorneys-General of the provinces to make the necessary 
arrangements for these facilities. The decision to hold 
regional hearings was taken after consideration by the 
Commissioners of the scope of the inquiry and the 
desirability of affording to those in all parts of the 
country an opportunity to appear and to be heard. For 
each regional hearing the Commission will determine the 
order in which representations will be made and the 
witnesses called. This order will be determined by the 
Commission at the time of arrival in the city where the 
regional hearing is to take place. 

There has been some discussion with Counsel 
representing provincial governments and railways as to 
whether the provinces desiring to make representations 
should present their main cases at the regional hearings 
or should be free to present them before the Commission 
at Ottawa after the conclusionof the regional hearings. 
It is proposed that any province may, as its option, 
present its main case either at a regional hearing or at 
the subsequent hearings in Ottawa. The railways will 
be heard in Ottawa after all the provinces appearing 
before the Commission have presented their cases. The 
provinces will then be given an opportunity to reply. 

When I use the term "case" or "cases", I do not 
wish to imply that the proceddings before the Commission 
should be regarded as litigation. Indeed, it is highly 


important that the litigious atmosphere be avoided. La 
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is hoped that all those appearing before the Commission 
will be disposed not only to co-operate with the Commission 
but, as far as possible, with one another in assisting the 
Commission to make practical and valuable recommendations. 
Organizations other than provincial governments, 
the railways and the Maritime Transportation Commission, 
which is essentially a governmental agency, will be expected 
to make their representations at the regional hearings only 
unless they feel that something subsequently adduced 
requires reply, in which case the Commission will give 
consideration to such applications as may be made for 
the hearing of replies in Ottawa. 
The procedure which I have outlined may have to 
be modified to meet the circumstances as the inquiry 
procecds, bututt is felt that those interested in the 


inquiry and the general public should be informed to-day 


The Chairman then asked Mr. Desmarais, in French, if he 


had anything to add to what lhir. Ilsley had said. 
SS 


Commission: I believe that I would needlessly prolong 
this hearing if I repeated in French what the Hon. Mr. 
Tlsley said concerning the rules and the procedure which 
the Commission intends following in its hearing. 

With your permission I will therefore file a French 
version of his statement and will hand over at the end of 
this hearing copies of his text to counsel, journalists or 
other interested parties who ask for a copy. 


I should add, also, that the French version of the 
Chairman's remarks has also been filed in the record. 
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THE CHAIRMAN: Are there any expressions of opinion 
regarding procedure from the gentlemen representing the 
provinces or the railways, in view of what has been said? 

MR. EVANS: Mr. Chairman and members of the 
Commission, there were two questions about which I thought 
I might ask further information. 

Meo? Sisley, in wis Giscussion of "the question of 
procedure, said that it would be for the provinces to 
decide whether their principal submissions should be made 
in the provincial capitals or should be made in Ottawa. 
It would be very helpful to me, and I think to other 
railway counsel, if we could know in advance of the 
beginning of the regional hearings whether any provinces 
have elected to make their principal submissions in 
Ottawa. I would like my friends to help me to that 
exvent 11 they could. The matter of which counsel might 
appear at those hearings would perhaps depend on whether 
we knew in advance or not. 

Also I would like to mention here that at least 
one of the so-called outline briefs is going to be a very 
difficult one for us to prepare an outline reply to. fT 
have in mind particularly Alberta, and I do not know 
whether you, sir, could give any further Ate c eons bout 
this, but I have found the greatest difficulty in deter- 
mining the kind of case we would have to meet when I 
read the submissions of Alberta. They merely outline a 
number of things about which they will make submissions, 


but, with respect, I sugzest that they have not given us 
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any clue as to what their submissions will be. Perhaps 
this is not the opportune time to ask the Commission to 
Bive direetions, but it, will sreatly facilitate us din 
preparing our outline brief by June 1 if we ycould have 

in smewhat more detail the nature of the submissions which 
the provinces will make. 

I may say that what I am no! saying does not apply, 
I think to New Brunswick and Prince Edward Island, because 
they have made clear their position in outline; but there 
are two, I think, that leave absolutely nothing for us 
upon which we could determine what their submissions 
would be. 

THE CHAIRMAN: On the first point, the point as 
to whether the provinces are in a position tostate today 
whether they intend to present their full case locally 
or here in Ottawa, may we hear about that now before we 
BOvon tosthesnex> point? 

MR. CAMPBELL: I am prepared, Mr. Chairman, in 
that way. We of Prime Edward Island propose to present 
the full argument in Ottawa after the conclusion of the 
regional hearing. 

THE CHATRMAN: And not at Charlottetown? 

MR. CAMPBELL: 4nd not at Charlottetown. 

MR. BARRY: Mr. Chairman, speaking for New 
Brunswick, I may distinguish, I suppose, between the case 
and the argument, but I assumed that the main case would 
be presented in Fredericton and possibly ninety per cent 
of the argument. It was simply our idea that we would 


return to Ottawa in the event of there being any further 
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matter to be argued, but the substantial case would be 
concluded in Fredericton. 

THE CHAIRMAN: You are thinking, then, of the 
reply, are you not? 

Mae Bene net Vs" piont. sar: 

THE CHAIRMAN: Well, reply, of course, will be 
heard here. 

MR. CAMPBELL: If I might be permitted to speak 
again, Mr. Chairman, in Prince Edward Island Mr. Frank 
MacPhee,K.C., is appearing before the Board, before the 
Commission, as counsel for the Associated Boards of Trade 
of Prince Edward Island. I understand from Mr.McPhee 
that he proposes that any remarks he will have to make 
On behalf of the Boards of Trade will be coneluded, at 
Charlottetown. 

THE CHAIRMAN: What about the other provinces? 

MR. FRAWLEY: Mr. Chairman, I intended to deal 
with that in the course of a few remarks I intended to 
Mele evil ttle later, "buted cantdeal witht immediately 
ot. yOouSwLsns I can say for the Provinces of Alberta, 
Manitoba and Saskatchewan that it has been agreed that 
they will present their main submissions at the Ottawa 
sittings, and I cannot eee British Columbia. I have 
a few very limited remarks to make on behalf of British 
Columbia, but I should perhaps say that in my own case,-- 
and I can speak, of course, more on that than with respect 
to Saskatchewan and Manitoba -- there will be a statement, 
a general statement, by the Premier of Alberta at the 


repional sittings. It will be a general statement, and, 
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for the information of my friends, it will be the state- 
ment that is numbered 1 in my outline of submissions; 
then that will be followed by the almost equally general 
statement, which is numbered 2, "Transportation and 
resource use”, which will be presented by Professor 
Andrew Stewart of the University of Alberta. Those two 
submissions I regard as being of a very general nature, 
I would almost say non-controversial, and they will be 
made, if the Commission pleases, and if I may do that, 
at the Edmonton sittings, for the convenience of the 
Premier and of Professor Stewart of the University. After 
thateall of imy> principal submissions’ will be made: in 
Ottawa, as we intimated to the Commission at the formal 
informal sittings on the 6th of April. 

THE CHAIRMAN: ~I think that exhausts the provinces, 
does it not? 

MR. CONNOLLY: Mr. Chairman, I am sorry, but I 
Neyv.miios Instructions, onrthat) point.. Perhaps im can Ger 
them and let the Secretary have the views of Nova Scotia 
so that they can be circulated to the other counsel. 

THE CHAIRMAN: You do not know yet whether your 
province desires --- 

MR. CONNOLLY: I do not know whether the main 
argument will be made here or in Halifax. 

THE CHAIRMAN: Then counsel for the railways will 
be advised, of course, as soon as you can advise them. 

MR. CONNOLLY: JI shall see that that is observed. 

THE CHAIRMAN: What about Newfoundlarad? 


MR. COOK: Mr. Chairman, I expect our sudmission 


a : 
or 

ind, 

Mane 


pentoiedetad ok b PS READS ae a “ded 


PATA, 


ein pie i 
“Tiers sit wi 


Sie 


A 
a ee a 


Seer 
Mr. Cook 


will be made at the regional hearing. 

THE CHAIRMAN: Now, there is the next point which 
has been raised, that some of these outline briefs are too 
\ ontlinish’, not definite enough ) 1 do not imow what 

can be said about that this morning, but I notice that 
the Province of Alberta has been named specifically. 

MR. FRAWLEYS bi ves j (sir. 

THE CHAIRMAN: Have you anything to say, Mr.Frawley? 

MR. FRAWLEY: = That is an ominous word, Mr .chairman; 
I take it I have been named. My outline of submissions 
BUrports .bo..be justiowhat it is called.  f thovent thar dt 
was expected to indicate to the Commission the repre- 
sentations I would make, the kind of representations I 
would make, and it was done with that purpose in view. 
Now, I am in the hands of the Commission. I certainly 
would not be prepared -- I would not be able Without a 
great many more weeks! preparation -- to turn these 
outlines into complete submissions. AS. To. tie) ae Oo 
want to say a word as to what Mr. iisley said a moment 
ago, that we would be expected to file our complete sub- 
missions on or before the 15th of June. Now, I might 
as well state my position as to that: I think that is 
going to be an impossibility. That 1s. Go. seve 4 am 
expected to file by the 15th of June briefs which wiil 
state the submissions which I will make here. Well, I 
do not know when, sir, because the itinerary did not say 
so, but conceivably in August, conceivably in September; 
I would hope September rather than August. Now, perhaps 


that is not the way I am to take that, but that is the 
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way’ l took it, that my complete briefs as I proposed to 
make them here through witnesses will be in the hands of 
the Board by the bL5th of June. Before that is turned 
into an order, on the assumption that it is not yet an 
order, I should like to make some representations, because, 
Fronkiy, 1 think that’ is going to be quite impossible. 
You see, I shall be busy with the regional hearings in 
Edmonton and in Calgary on the 13th, 16th and 17th 

of June, and in the meantime I will be pretty busy in 
connection with the material that is going.in before 
those regional hearings. So I would very respectfully 
ask that that direction, if it be that, be reconsidered. 

THE CHAIRMAN: What date would you suggest, then? 

MR. FRAWLEY: Well, I did take a note that Mr. 
Tisley said that with respect to the provinces of Ontario 
and Quebec they had not yet indicated whether they would 
appear, but it was directed against them that they should 
make written submissions one week before the sittings at 
which they were to be heard. 

THE CHAIRMAN: Well, in your case that would be 
one week beforethe Ottawa sittings. 

MR. FRAWLEY: Yes, that is right, sir, and Il 
would hope, I would ask, that now. I would hope that I 
could be extended that consideration. 

THE CHAIRMAN: Do you think that allows enough 
scope for those who have to read your brief? It is not 
only yours, you see, it is the others. 

MR. FRAWLEY: Oh, others have to be considered. 


There is no question of letting up in the preparation or 
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anything of that sort. It is going to be merely a 
question of time. If I knew now whether it would be 
peptember or October, then I might be able to think about 
the deadline for the filing of the briefs. 

THE CHAIRMAN: We do not know, of course, our- 
selves. 

MR. FRAWLEY: A great deal of there sir -- I 
will be very frank -- are not yet committed to paper. 

THE CHATAMAN?  2tC>° would be better. 1 think, to 
fix some date. 

MR, LGSiEY? “Yes, Mr. Chairman; LL think thav for 
a prief such as the one Alberta is certain to present 
more than a week will be required. THey “are 1 aa poe.. 
tion different from that of certain provinces that have 
not indicated any particular interest in this Commission. 
The outline I have just seen for the first time indicates 
that a wide range of subjects is to be dealt with, and 
if only a week is required for study of that brief nobody 
will be prepared to deal with it effectively. if dune 5 
is toosoon, I willsuggest that we agree on a somewhat 
iater date if we can. 

THE CHAIRMAN: Could you suggest, Mr. Ilisley, a 
later date, or do you want time to think it over’? 

MR. CAMPBELL: Before Mr. Ilsley suggests a later 
date, Mr. Chairman, we were somewhat hopeful that in the 
preparation of the final brief or factum we might be 
able to refer to passages in the extended evidence which 
has been taken at the regional hearing -- I do not know 


if that was in the minds of any other counsel -- in which 
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case --- 

THE CHAIRMAN: That would involve waiting until 
the inquiry is completed. I do not think we could 
acceds to that. 

MR. FRAWLEY: My friend Mr. Campbell is probably 
referring to arguments. I was referring to what you 
might call the evidence or the submissions. There will 
be perhaps half a dozen or so. 

THE CHAIRMAN: Yes. 

MR. ILSLEY: It would require a little considera- 
tion, Mr. Chairman, as to the date that would be acceptable, 
but I should think that it could be done before a par- 
Miculear Gate.”  Liwonder if July 15° would beval) ricnt. 

THE CHAIRMAN: That would give another month. 

Mn. GhhooNe ier. Chairman, if Limay say sos 1 
tink the dirficulty that faces Mr... Evans, in a, practigas 
way is this, that Mr. Frawley's memorandum or whatever 
Dooney De Cm acd mati this staze,, docs, nobjreally live 
up to, its title. Lh sis. caited van outline of subpmessionse 
buvu, after ai1, it does nothing more than “indicate, the 
Subjects. We have no idea of what vosition Mr. Frawley 
invends to take on these subjects. While I am not 
suggesting that the brief at the present stage should out- 
line the detailed submissions and development, if he 
would state what his position is on these different sub- 
jects it would be helpful. Particularly when we know 
that we must go to open in Calgary on June 13 and then 
in Edmonton on June 16 and 17, it is rather awkward for 


the railways to prepare for those hearings without having 
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- 31 - Mr. Carson 


something in the way of a general indication of the 
position Mr. Frawley proposes to take. iy chon tia tae 
what Mr. Evans had in mind when he was speaking about 
the difficulties. 

MR. FRAWLEY: You are speaking of 1 and 2 now. 

THE CHAIRMAN: You wuld like to have particulars 
of these. 

MR. FRAWLEY: Yes. 

MR. CARSON: Mr. Chairman, I do not know that we 
even.fo that far, in the sense of particulars of a law- 
suit, but I think what we would like to have is something 
in the way of an indication of the position he intends 
to take on these various subjects that he has mentioned 
Peis or et | 

THE CHAIRMAN: Can anything be done, Mr. Frawley, 
to clear that matter up and make it a little more definite? 

MR. FRAWLEY: My friend Mr. Carson is now speak- 
decyl take it,..of the two general priefs that will be 
presented at the Edmontonsittings. 

MR. CARSON: I am speaking of the brief that 
has now been furnished. 

MR. FRAWLEY: Yes, Mr. Carson, but however many 
there are, they will be presented at the Ottawa sittings, 
and we are now discussing the time at which those briefs 
should be filed. T said as to that, if we knew even 
approximately when the Ottawa sittings would begin and 
what province would begin to make its submissions, and 


matters of that kind, then I thimk we could more 
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- 32 - Mr. Frawley 
intelligently fix a date of the time within which these 
Parvicular priersi must be Tiled. 

MR. CAMPBELL: Mr. Chairman, I do not know that 
I Sh quite alear on this matter of the brier that is to 
be tiled. I know that we are all anxious to avoid 
even the appearance of litigation in this matter, but it 
med occurred to me that this would be in the nature of 4 
factum, a factum plus a case, from which the argument 


would be printed rather than mimeographed as the present 


submissions have been, and that from it the argument 
would be more or less made at either the regional or the 
Ottawa sittings. Joab is iy Understanding Or 14. We 
have now filed a preliminary outline of submissions; then, 
as I understand it, we are going to have printed a 
factum or a case plus factum from which the argument 
Wise ibe made,. i) Geam correct. Dem revher oi esreo— 
Momiewich Me. Frawley: if thateis to be Tiled Gniduly 
and argued in September or October, it seems TOU mo. S. 
little later date perhaps would be better, unless there 
etm be. bill Puriher factum or something. 

“THE CHAIRMAN: Well, the situation seems to be 
this: you are all here and you all have some-case to 
present, some view to express concerning the subject 
Matter of the 2nquiry. vou are here ae the pro-= 
vince that you represent believes that it, as a whole 
province or in certain regions of that province, nas 
certain disadvantages, economic, geographic or other, 
which ought to be overcome. So when we talk of a 


brief we have in mind something directed to that point, 
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- 33 - The Chairman 


and surely you are in a position now to tell us what is 
wrong in general language. Then as we go on we will 
know what is the problem of each one of these provinces, 
and as we approach it will be able to study it and clear 
dC Up, and later’ on you can present if you wish a Tuller 
case. Now, “Ulilece tiese Initial briets co That Tar 
they are HOT or very much use: fi we are only to: ve 
told by one province after another that there are a 
whole lot of general problems, well, theye they are, that 
is really not a brief, so we would like each province 
10 tell us in advance generally what is its problem so 
that we will know it and so that the railways will know 
it and can look around and see how it may be faced or 
solved. P™auncersteand tie objection to be on behali “of 
the raiiways that s0me of the briefs now Tilted do nov 
present the case Yor the provinces ‘concerned; is that 
rigne? 
MR. EVANS: SAIS a are aE a The subjects upon which 

the province intends to make submissions are set out as 

Subjects only, without indicating what the submissions 
Ween ee Oriwiee pOStToTOn Will’ be taken. Perhaps: 1 
Could Gust pick out of page G of Alberta's brief an 
iiusiveataon Of what 1 means “1 Just happen to Have 10 


open at that page, and I see, "Financial and Statistical 


Aspects of the Canadian Railway Problem." That is 
item No. 6. You see under each of the several headings, 
the sub-headings. They merely speak of recommendations 


which they will make with regard to them, and the same 


with regard to 7, "Transport Legislation and Regulation." 
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They list under a number of headings subjects upon which 
they will make representations, but nothing to indicate 
what those representations, even in prief outline, will 
be. POr Example. Look atv the Second paragraph ab ia & 
"The practical operationof the Act and a discussion 

and recommendations on matters such as the following", 
aod, Unere follows a 11st of four atems. Now, I do not 
Wee (0 be Critical of My friend, but at would greatly 
facilitate this if we could narrow down the issues with 
which we might consider our brief should deal. 

THE CHAIRMAN: Are there any provinces whose 
Driers do appear tO be Surficicentiy derinite? 

Mie BVYENS Yes, Sir, there ais. my i riend Mar. 
Campbell; I have no difficulty whatever in understanding 
tnhewnavure Of the eupmissions he is to make. iI have very 

Zi ttle 
faleiiculty with New Brunswick's outline, so far as I have 
been able Co read 1c. 1 have Just had it a ifew minutes: 
I think it does indicate the position he proposes to take. 
Whether it is exhaustive is a matter for my friend. But 
Deem nee in any doubt 4s to the nature of “thelr sub- 
Mrocvens ah those Cases. 

THE CHAIRMAN: Then is there any other case be- 
sides the Alberta case where you find objection? 

MR. EVANS: My recollection is that Nova Scotia 
was pretty vague. I Had @rest Gitficulty, im the quien 
glance I had at it, in determining what their submission 
would be; but the other two were quite clear. 

THE CHAIRMAN: Then the cases that give you some 


anxiety are Alberta and Nova Scotia? 
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fy VEO *Yesy Sir, Ineve are Some, of course, 
L Mave not) seen’ ac ait. 

ire CHAIRVIN: “Yes™ pub or those that are “ins 
beri understand” that’ wevhave nothing” from British 
Columbia, Saskatchewan and Manitoba? 

Nee TUE “Maw Le correct. sir, as Of Sacuyiey 
morning. 

MR. FRAWLEY: We met in Saskatoon last week, and 
i understood they would be despatched out of Winnipeg 
end Neeiner respectively on saturday au the Tatest; inh 
fact, i thought that Manitoba's had been despatched on 
Friday. AS to SrLvasn COLUMDIa th eannom say . 

MR. HUNTER: It has not been received as yet, 
Sire au may be in voday's mall: 

THE CHAIRMAN: “Now, On this rather vexed question 
have you anything vo Suggest, Mr. ITlsiey? 

MES. TEChnys Mr. Cheivrman, OC should nave seen = tnis 
Pelore:"2e 1S Ny own Taul> thet Laid not, out 2 jJuee 
1OOKEC av 1t today. Il would feel better about Tt ir 
the position of the province were stated rather than the 
Ia Stet heb yeorus. 

THE CHAIRMAN: Well, that was the intention. 

Ni ViDSLEY? iP should think thav perhaps, Mr. 
Frawley could within a reasonable time state the position 
in general terms, and let the other persons interested 
have copies of the submissions. 

THE CHAIRMAN: Now, what do you think, Mr. 


Frawley? It seems to me that your statement --- 


of 261 


MR. PRAWLEY: It ie certainly a. misunderstanding, 
stall TP say -~ @ perfectly sincere and genuine one. 

THE CHAIRMAN: What we would like to know is the 
position taken by Alberta on these subjects, in general 
language. 

Ma, PROWL?) Of course, it can be done; ao wril 
mean something in betweenthis and then the final brief 
that the witness will put in. io is Boing to take some 
five, Dut “cCertainiy J will do just exactly —-=-+ 

THE CHADRMANS After all, what we require isthe 
preliminary brief of your case. When I say "case", 
perhaps you do not know what meaning I put on the word: 
Rigertea's ideas. We do not gather very much about 
Alberta when we read these parts. 

MR) FPRAWIEY®] It was “certainly only intended, sir, 
to indicate the subjects that we would cover, 

THE CHAIRMAN: I think we owe you something for 
having’ Set ou the oroblem for missin a very lucid way, 
buGeayou have nov gone so far as to say what you think 
about it, and that is what we would like to know. 

VROCPRAWEEY <4 2 think /thes. canbe done; tas 
just a@qwestion of how much time Lt) will wake: hem Say 
have to be done in Edmonton, of course. 

MRy LESLEY: Two weeks? 

MR. FRAWLEY: Well, there will be an effort made 
to do it in two weeks. Mr. Ilsley suggests two weeks. 

THE CHAIRMAN: Well, if Mr. Frawley could give 
us a more definite statementof the Alberta position in 


two weeks' time, would that be satisfactory? 
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Mie VAN See) Denk SOpesi re. DL will do my 
beZt to mectritiy Ll have until) the dst) of, June to file 
my outline, and I would think that leaving out only one 
province for two weeks, it would be possible to meet them. 

THE CHAIRMAN: Then eee the, case otshove 
Seotia,, 28> there’ not? 

MR. EVANS: Yes; I would hope for the same 
Hirectiopys siiyouRrind Toleonvenient to makesit, sir, tc 
apply tovNova Sseotia. 

Mx. Os DONNE LG Mire Chairman; LP did notiintend 
to say anything, because I think Mr. Evans put the matter 
qusicenproperly: iO AStrathertd. te cule would chink: 
for the Commission to know what Alberta's position is. 

THESCRALRMANs | Yes, of course. 

MR. O'DONNELL: And my friend 's natural 
bashfulness I think should be overcome by declaring it 
a dittle more positively than he has, for’ the use of 
everyone. KS fartas the patiways are concerned, it 
might be well to know just who should be in Edmonton to 
hear thistsubmission,; I mean by way of officials or 
Say ieory and technical people, andsoon; so it would be 
med welpiul if heuwould disciose his) hand just a little 
More than hevyhas, for they help of the Commission: 

THE CHAERMAN: . Yes. hese meatoer of (lac tain 
that initial letter which was sent, I think, by myself 
Orr behalf of the Commission to the various provincial 
‘premiers, we stated what we would like the briefs to 
contain, and it does not seemto me that so far what 


we have before us now is an answer to that. Well, you 
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think you can in another two weeks --- 

MR. FPRAWLEY: Oh, I will certainly make the effort. 

THE CHATRMAN: I think you might take the same for 
Nova Scotia. 

MAY PCONNOLEY: Thats istiby May 16) Mere’ Chairman, if 
the material 1s in the hands of the Secretary by May 16; 
16 thab the antenvien? 

THE CHATRMAN: Yes; .that is two weeks. 

MR. BARRY: That°is most important tor New 
Brunswick, that we should have the brief of Nova Scotia 
in better outline than it is, because I would hate to have 
thrown at me at the last moment something that disclosed 
a new conflict between Nova Scotia and ourselves. Lens 
impossible yet to tell what the recommendations of the 
Provence Ol Nove ocotaa Will= be. 

VEY CHAGRMAN; -“Yes> but ate This stage you are con= 
cerned with giving us your own position on the subjects 
outhined an-the Order in Council, Whether or not con- 
flicts develop later when you prepare the different 
briefs, it is very important in all cases that we have 
that much enlightenment as early as possible now, so 
that we will know when we go to Manitoba what is 
Manitoba's problem, what we should do for Manitoba, 
what we should do for Alberta, and it is to the interest 
of everybody to know that -- the railways as well as our- 
seives. 

MEO VILSI BY? MresChatrman,; if 2b is An orger to 
take this point up now, on the question of the date for 


the delivery of the final brief, what I suggested a few 
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minutes ago was that these briefs be delivered on or 
before the 15th day of June. Now Mr. Frawley objects to 
that date as too early a date, and my suggestion is that 
the brief of the Maritime Transportation Commission be 
Cea verco py tices ofaulyeand’ that thevother briefs 
be delivered by the: Poth of July. 

The CHATRMAN?> “ihat 28 the other final briefs? 

Mn bo Lea “Yes ey The peason ie say that is that 
woevaere told that the briervot, the Maritime Transportation 
Commission is to be a very long detailed brief, and there 
should be reome opportunity of discussing that and sup- 
Mieerine Lt tO thesexperts or this Commission weil in 
advance of the time when it is presented for hearing by 
the Commission in the Maritime Provinces’ which will be 
toward the. end om July)) the 27th or ecth of gully 
Having those considerations in mind, I think that the 
ist of July would’ be’ satisfactory as a date for that brier, 
although there has been no application to have the date 
of the P5th of June extended> but with’ regard Go the 
other briefs, I request that they be delivered by the 
LSchecay or Pauly . The Commission has experts, and they 
want to find out within a reasonable time what it is that 
there isto consider. The Commission was appointed in 
December, or the announcement was made in December; you, 
sir, came here to take up the work of the Commission 
early in February: it is now the ist of May, and the 
25th of July ie ten weeks: Tromenow. It is ten weeks 
from now, and it is a matter of common knowledge that a 
great deal of work has been done on this matter. and 


surely the 15th of July is a late enough date for the 
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delivery of these final briefs. I suggested the 15th 
of June in representations that I made, but I am willing 
to make that: the 15th of July. We do not know when 
we will be meeting in Ottawa; we do not know whether it 
will be the middle of August, the lst of September or the 
middle of September; we do not know about that, but,apart 
altogether from the time we are meeting in Ottawa, the 
Commission needs to do some work on this and their staff 
needs to do some work on these important representations 
Bhat ave -conbe! made): 

THE CHAIRMAN: Unless we hear some very cogent 
reason! to (the contrary, we are disposed to fix the 
Soop so LwluUlvervehtinow, souas so clear the HaLnee UD ¢ 
Whap do you think; Mr. Frawley? 

MR. FRAWLEY: Ail I can ey te ere lhor 
will be made to meet that direction of the Board. 

THE CHAIRMAN: Then we will say the 15th of 
JULY. 

Mae DLSLEY: Of course, Mr. Chairman, pernaps 
I should add that that direction does not interfere with 
the arrangements already made or announced, that local 
organizations will file their briefs within a week, at 
least a week before the local hearings. 

THe CHAIRMAN: Yess quLve. 

Is there any other business to be brought for- 
ward this morning, Mr. Ilsley? 

MR. PRAWLEY: Me. Chairman, I said this morning 
that I was appearing for British Columbia, and I think 


perhaps, in fairness to my friend Mr. Brazier, 1 should 
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read his very brief telegram: 

"Unable attend opening sitting Royal 
Commission. Will you appear on my behalf and 
inform the Commission that the Province of 
British Columbia will extend fullest co-operation 
to the Commission and will welcome the opportunity 
of placing their views before the Commission in 
due course and regret other commitments make it 
impossible for me to attend in Ottawa on May 2nd. 
If you wish to telephone me will be available 
Sunday evening telephone Kerrisdale 5969L. 
Regards." 

Pia Gice -orom Merwe. W. Brazier, who is Counsel for the 


Province O11 Bevtish Columbie. 


sa NtereupoOnethe Commigsion adjourned at Li.15 a.m.3 


at thewcall of the Chairman: 
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Please make the following changes in transcript of 
evidence for June lst:(Vol.2) 


Page Line Correction 

yo In list of Appearances,Mr,.C.D.Shepard 
should be shown as representing the 
Province of Manitoba, only. 


202 3 Change "monopoly" to "manipulation", 


Please make the following changes in Uranscrint of 


SY BAenNCe Ol) June. 1, Volume’ 2: 


Page Line Correction 
4o "Canadian Pacific Railways" should be 
"Canadian Pacific Railway" 
SO «third 
from bottom "lake" should be "Bay" 
99 3 “Tone” * should be "wrong" 
103 Leste "wages" should be "rates" 


Correct spelling of counsel for saskatchewan: 
M. -A.-MacPherson. 
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Plecse note the following changes in Transcript of 
Zvidencs) fer wune 1% 1," 3. 


Volume Date Page Line Correction 
2 June 1 oven 219 "Virture" should be "virtue! 
4 4 145 3rd from "Choose" should read "refuse" 
last 
} 158 14-15 ""Inbdividuals" should be 
"individuals" 


‘i i Should read "'C! to which I 
have made ...." 

y i 196 5-6 "Q. And if anyone wants to 
use it, it is very simple to 
put the machinery into motion?" 

; i 215 10 Insert "that" at beginning of 
line before "percentage" 

uy i 270 e Change period after "rate" to 
comma, insert "unless" and 
change "Some" to "some", 

H u 273 end from” ““hlO" “should be’ 40" 

last 

3 June 2 390 4 Insert "A" before "I would say 

definitely) vee." 

‘ 393 18 Should read "A, No; that is why 
DP igay wie 


- u 394 16-17 "And you are one of the senior 
Olticers of a certain Co-opera-= 
tive for quite a few years?" 
should read "And you were one 
of the senior officers of the 
Honey Co-operative for quite a 
few years?" 

" " 395 20 "England" should be "Winnipeg" 

y A LOO 13 “eavatlablve2?" “should be "In 


étfect'"2 
4 June 3 479 8 “in bond" should be "inbound ", 
" i 670 end from Delete "them" and insert 
last "the railways." Delete "anda" 


and start new sentence with 
“The mixing. i ete.” 

i 671 17 After "and" insert "does not", 
"Prevails" should be changed to 
"prevail", 

“ u 675 6-7 Should read "...you will find the 
reason. It is because Newfoundland 
since it became the tenth province 
in Canada, is governed by..." 

‘ : 676 4 After "carried on" and before 
"would you think" insert "Q,." 


ris 
SS ae Se ee es eee ke ee 
Cee ee ScD ras 


Pe nee 
pee 


Ae pve 
Pte pen 
oe 


vw 
[leita iy ap OL 
Sais wea digas 


ar 


Rieti paontes a 


Index-Page 2 
R@YAL COMMISSION ON TRANSPORTATION 
ROYAL COMMISSION ON TRANSPORTATION 


ood - con - oe - — - -_ - -_ = = - ~” — - 


WINNIPEG, MANITOBA 
WEDNESDAY, JUNE 1, 1949 
Page 
Mr.Evans: Commission should consider that his 
failure to object from time to time 
does not mean that he has abandoned 
position taken in brief re scope = = = = 43 


Mr, C.D.Shepard : Statement as to manner in which 
Manitoba Government proposes to present 
its case -----+--+-+-+--+-+-+-+-+-+-6 43 


Submission by the Honourable Douglas L.Campbell, 
Premier of Manitoba, on behalf of the 
Government of the Province of Manitoba - 4S 


Welcome to the Commission - ----+-+-+-+- 6 4s 
Scope of Inquiry - ----+-+-+-+-+-+-e-e-- 47 
Transportation in the Canadian Economy - - - 48 


Transportation in the Prairie Economy - - - = Be 
Public Regulation of Transportation Charges - 54 


Other Submissions by Manitoba - ----+e-- 55 
Manitoba's Long Standing Concern over Trans- 
portation Matters ---+--+-+-+-+-+-+-+-+e+-- 56 
Markets for Agricultural Products - ---+- = 58 
Supplies which must be brought in- ----- 59 
Fluctuating Income and Rigid Costs ----- 60 
Canadian Trade Policy ----+-*--*+-+--+e°- 65 
Submissions ------+- e+e +--+ 66 
A) Public Supervision----+-+-+-- 67 
B) Principles for Determining Railway 
Operating Requirements’ - - - === 70 


(C) Principles for Determinging the 
Structure of Freight Rates ---- 74 


(D) Hudson's Bay Railway ------- 80 
Conclusion -=---- ---f*f-- ef 2-2-7 80 
Remarks of Chairman -----+-7*7 7724-7 81 
Cross Examined by Mr. Evans - - --+---- 82 

Noén Adjournment - ------+-+---+-+--°- 109 
Cross Examination of Hon.Mr.Campbell cont'd 
by Mr, Evans - ---- - oe ocr et coerce 110 
Statement by Mr. O'Donnell re cross-examina- 
on ere! Campbell SS =. = SRS Sem ie ge 1 
Statement by Mr. Covert re cross examination 
Pome. Campoell = <.- == === 4 =o 122 
W. P. Fillmore, K.C.- Called. Statement on behalf 
of City of Winnipeg and Winnipeg Chamber of 
a a ae a LR ee ee ee 123 
124 


Trarnacontinen tal Rate# =-<-=—-<-=--.* 7 -., 


woe Hi cae eu se iii 


eer 


a ay 


a me te 
sapetinsy 


pete a bey fee? 


@ 
¢ eg eaten eee te Se er . Na > . ay " ” 
ai uid ‘gogenehes Ch, 


En He vay. 


jocecd BPR al eagha 


: Doth ae, 9 ‘ 
- # 
ae ue + = tem om cd 
Se 
, ‘ T/T 


me 


aiicsisifiew oo% 


Boe 


Index-Page 3 


(W.P.Fillmore,kK.C, continued) 
Lae On Ge ay eta aera et gs hee iL teas 
Long Haul Rates from East to West - - - 
Wages =~ - = .« 


Mietribucinp nates = 5 2 a Se ue 
PLC UT RELL UWA val hee ces ala eer wel ee 
Simplification of Freight Rate Structure 
PLOT ae regen ce ee ot yy ew -~- = 
Cross Examination by Mr. O'Donnell -'- < 
Cross Examination by Mr, Frawley - ~- - - 
Cross Examination by Mr, Brazier ~~... 


John Walker, Called. (Re Mr.Fillmore's brief) 
PVOssrexamincd Dy Ne, eregioric «4s « 4 


Pee Crore” CAT PEC ve em) ete eee kes ce a ets 


(Statement by Mr.Shepard -- while assisting various 


Manitoba organizations in presenting their 


169 


ut 
176 


briefs, views expressed do not necessarily co- 


PHC1de With Sttitude of government of Mani- 


Oe ree Nex iat tard or ca eyepiece, (eo otk ee ca hs sme 


Statement by Mr. Wilton, on behelf of C, E, Wood, 
President of the Manitoba Federation of Agrtcul- 
Bee re OCe COUPON ETL On re lahat 


Mewmetumoet1 On Of Medera tion «=< =< «— = =! = 
SMO RCA CS a METI CU TUPC yam em de toe elem ve 
SOTA ioe Lr hObLen =| — a me ae eh 
Competitive Aspects of Transportation 

Costs - = - 


POUS oem rine. ple) «= 4< beac ee 


Low Operating Costs on prairies -"-¥ = = = - 
PONS POT GherACOS Gm mm ee ime te me el 


fransportation and Tariffs ~ +--+ -..-- 
PetectwOL Oe Strrt nitive Paces as = a = aye 


Need for fresh approach - = ~ = -.- - eae 
PUM TOL, CAT OUINC TNE a) mm ite mee yom pa oe - 
Cross Examination by Mr. Frawley -~ - - = - 

Croes Uxerination by Mr, 0. Donnéeli = ~ « ~ 

Explanation re giving of evidence by 


Urey iL cLOne ils, SHEDPATA i me Oe ew ee 


a, €,. MeLean ~ Called, 


Cross Examination by Mr, O'Donnell - = = = «= 


Ber RCT ttm Plies ok Fes) oe eee he ee oe Se 


as 


ne 


Sho Te 


igs 
Onc 


ae We 
f-45 


* 
2 
a 
a 
2 


a 


Aye ie 


‘ 


axe 


‘; alee 


Hie! PARE ok 


ROYAL COMMISSION ON TRANSPORTATION 


WINNIPEG, MANITOBA, 
Wednesday, June 1/49 


HUNG W. F. &. TURGEON KC. LL.D, Chairman 


HAROLD ADAMS INNIS, 
HENRY FORBES ANGUS, 


G. R. Hunter, 
Secretary. 


APPEARANCES: 
ri, My Covert. KC. 3 
Gaston Desmarais, K.C. 


Hite ou wonner). KC. 
e e Friel, Rae. 


see Eyaney KC. 
- oinclalr 


Q HY fo bi 6 


. Shepard 


Jd. Frawley, K.c, 
W. Brazier, 

re Pilimore; KC, 
Be caren, Kic. 


mean 


) 
) 


Commissioner 


Commissioner 


Petite, BELO OULE, 
sst.Secretary. 


Newall Price,C.S.R. 
HM Bugeine CS Rp. a 
Sworn. 

RN, Dickson,¢.5.R. 

-- Reporters. 


Counsel for the Commission 


Counsel for the Cunadian 
National Railways. 


Counsel for the Canadian 
Pacific Railways 


Province of Manitoba, Manitoba 
Federation of Agriculture, and 
Vulcan Iron and Engineering,Ltd. 
Province of Alberta 

Province of British Columbia 
Winnipeg Chamber of Commerce. 
Manitoba Fool Elevators. 


& ait 
we 


“ 
? : 


‘ 
oe ea 
y 
Meas 
= 
jin 


| : J + wi 
ee ve 
1 
. . 
ee A Saks 7 
4 oie Bs 
Secs Sk e 
. an! he 
ae SS ae mh a, 4 
rs ; ‘ es ed 
> . mn ; Ls % 
: rp} 
abe) et bp SR 4 ‘ oct 
awe) eRe cat : 
7 es , ” sar 


s 


+F 
Cart 


RND = Hem 


WEDNESDAY, JUNE 1, 1949 


Au 10530 0 olook “a cm. ¢ 

MR. COVERT: Mr. Chairman and Commissioners, iy 
think our program this morning is the brief from the 
Manitoba Government, to be presented by Premier Campbell. 

MR. EVANS: Mr. Chairman and Commissioners, 
perhaps before the Premier presents his brief Pre usr 
say a word. The Commission will have observed that in 
the brief of the Canadian Pacific certain questions 
which have given us some concern relating to the scope 
have been raised. It is not my purpose, sir, to impede 
or obstruct the proceedings in any way or to take up the 
time of the Commission; I see that there is a Very cba 
program; I am merely asking that the Commission should 
consider that my failure to object from time to time does 
not in any way mean that I have abandoned the position 
taken in the brief. 

THE CHAIRMAN: Has anybody else anything to say 
before we hear from the Premier of Manitoba? 

MR. SHEPARD: Mr. Chairman, I am appearing on 
Penett Oo, the Governnent of Manitoba, ‘and 1 wild see 

TEE CHAIRMAN: Mr. Shepard? 

MR. SHEPARD: Shepard is my name, yes, Mr. 
Chairman. 

L enall be presenting the Premier to you ime 
moment. I think perhaps it would be as well to have 
on the record at this stage a statement as to the manner 
in which the Manitoba Government proposes, with the 


permission of the Commission, to present its case. ia 
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Mr. Shepard 

have heard that one or two of the people who have seen 
the submissions that are about to be made felt that they 
were very substantial, and they wondered if perhaps they 
constituted the main case of the Government of Manitoba, 
and I think it should be made clear that vhat will be 
heard this morning is a statement which embodies the 
attitude of the Manitoba Government, but that statement 
will be supported and gone into in more detail by expert 
witnesses at the hearings which I understand will take 
place some time perhaps in the fall in Ottawa, and I 
wanted it to be quite clear that this is not the main 
presentation of the Manitoba Government; it is definitely 
a statement of the Government's attitude on the matters 
before the Commision, but it will be very much 
elaborated by expert evidence at a later date. 

Now, with your permission, Mr. Chairman and 
members of the Commission, I would ask the Honourable 
Douglas L. Campbell, Premier of the Province of Manitoba, 
to come forward and present his submissions on behalf 


of the Government. 
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HON. DOUGLAS L. CAMPBELL, called. 


THE WITNESS: Mr. Chairman and members of the 

Commission: 

wt Gonsider i¢ a high honour and also a great 
responsibility to make the first presentation for the 
consideration of your Commission as it begins its public 
hearings on the extremely important matters which have been 
MVeLervred (0st. 

Before beginning the remarks which I wish to 
direct towards the questions with which you are primarily 
eoncerned, I would like to express to the Commission a 
Sincere welcome tothe Province of Manitoba and to Western 
Canada as a whole. i think Ghat every province OF 
Canada has good reason to be interested in the work of 
your Commission because all must recognize the magnitude 
of the task which you have undertaken. No province 
realizes this more than Manitoba, situated as we are 
in the very heart of this continent. We are, there- 
fore, very glad that a Commission of this type has been 
appointed, and we appreciate the fact that men of the 
capacity, integrity and experience of the members of this 
Commission have, out of their very busy lives, agreed to 
Bperve Of 1, an order to @ive of their time and taients 
toward the solution of matters of great public concern." 

At this point I should like to add a few informal 
words which do not appear in the text of my presentation 
but which I should like to -ay in a personal way to the 


members of your Commission. 


I think it is appropriate that I should take this 
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opportunity of recording the unanimous recognition of 

the people of Manitoba of the high qualities of public 
Service which have over such a long period been placed 

at the disposal of Canada by you, Mr. Chai.rman. Your 
many years of public service in our sister province would 
by themselves assure you a place of esteem and affection 
throughout western Canada. In 1907 you were first 
elected to the Legislature of Saskatchewan, in the same 
year became Attorney General of that province, in which 
capacity you served in two governments, until you were 
apponted a Judge of the Saskatchewan Court of Appeal 

in 1921, and Chief Justice of Saskatchewan in 1938. 

Your service, however, was by no means limited by 
provincial boundaries, for while serving on the bench 
you on numerous occasions found the time and energy to 
act upon Royal Commissions whose scope extended throughout 
Canada. Among these I might mention only the Royal 
Commissions on Grain and Textiles. In 1941 you became 
Canadian Minister of Argentina and Chile and since 

that time you have served in a similar capacity in 
Mexico, Belgium and Ireland. EG wouldsbe dvirrcus 
indeed, sir, to find any Canadian whose record of service 
and experience would so well qualify him for the task 
which you are now beginning. 

In your two colleagues, sir, you have men whose 
ability and experience have long been recognized both in 
academis circles and in fields of public service. 
Professor Angus is best known to us as a member of the 


Rowell-Sirois Commission, whose work meant so much to the 
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Province of Manitoba, but his reputation as an economist 


1S CQORLLy en The standing of Professor Innis as 


an economist and historian has been established through 


his writings on many phases of the economic development 


of Canada and on the matters with which your Commission 


must deal. His knowledge of Canadian history and 


development will,I am sure, be invaluable. 


I trust that your present sittings in Winnipeg will 


be a pleasant and useful one, and that the material which 


is here presented to you will be of assistance in your 


deliberations. 


‘Scope of Inquiry 

"At the outset of my presentation I would 
like to quote part of one sentence from P.C. 6033== 
the Order in Council setting out the povers and 
responsibilities of your Commission. The second 
sentence of that order in council states that it has 
been decided that an inquiry should be made ‘in 
order that all questions of economic policy within the 
jurisdiction of Parliament arising out of the 
operation and maintenance of national transportation 
may be examined and reported upon.'! Even the most 
casual examination of that sentence makes it clear 
that the Commission that is to undertake such an 
inquiry must inevitably deal with some of the 
most fundamental economic facts of the Canadian 
nation. The decisions and recommendations which 


you will make will influence and perhaps determine 
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the direction of our national develppment in many 
fields for years to come. Sound decisions and 
recommendations in this regard will indeed remove 
handicaps which have retarded the agricultural and 
industrial development of certain areas for long 
periods of time, and also eliminate regional dis- 
criminations which have caused friction within the 
Canadian federation almost since that federation 
Was Created. 

As I have already mentioned, the responsibil tty 
inherent in the first brief to your Commission is 
one which the Province of Manitoba fully realizes. 
In this regard we recall with pride that in the 
deliberations of the Rowell Sirois Commission the 
first briefs were presented by this Government at 
sittings also held here in the,city of Winnipeg. 
Transportation in the Canadian Economy 

"In 1948 the two great railway systems, the 
C.P.R. and the C.N.R. collected $778 million from 
the people of Canada in payment for the movement 
of freight, passengers, express and mail,and for 
the provision of dining and sleeping car’ services. 
Unfortunately, comparable figures are not available 
for all the railways of Canada or for other forms 
of transportation for the year 1948, but for the 
year 1947 the people of Canada paid $91 million 
to the other railways. In 1947 the amount paid to 
civil air lines was $27 million. In the case of 


truck and bus transport, it is necessary to go back 
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to 1946 for the most recent Pisuves, ang an Chat 

year the amount paid to commercial buses and trucks 
was $102 million. The total of the above figures 

is $998 million per year. However in order to arrive 
at a figure to show the total amount paid for 
transportation in Canada the amount of $998 million 
would of course be raised to include amounts paid 

PGP Operating Privave moevor cars and TrucKs, owned by 
the person whose goods are being moved. in addi rion 
it would have to be raised to include the amount 

Daic Por suireet railway transportation and for 

iiiancd. Water vransportation. Even if these large 
items are ignored, however it is clear that at 
present Canada is spending well over $1 billion per 
Weer on react, DUS, Sir and Commercial tric trans— 
portation or approximately $7.80 out of every $100 

OF Navional income’. 

"Some perspective as to the significance of 
this figmre can be gained by noting that it is 
approximavely one half the total amount. Spenu by the 
Dominion Government last year. ANOUREP Brent icant 
Comparison 18 the Tact that the total to be collected 
by the Dominion Government Tor income tax on 
individuals and corporations this year is estimated 
at $1,160 million or approximately the same amount 
which will be paid for transportation. One other 
eomparison is also significant mamely the total 
Amount Spent for the services provided by all tne 


provincial governments in Canada. The total of such 


eS wate r 
Pea hits hs 


- 50 - Mr. Campbell 


expenditures in 1948 was $591 million, or approxi- 
Gaceiwy SU per cent of (the amount paid for trans= 
portation services. LIMLe at (poi sous cham am alt 
these references, the figures for Newfoundland are 
excimded 

"Still further indication of the tremendous 
importance tb Canada of her transportation facilities 
is the fact thatthe Canadian population cor 
12,880 000 is spread over an area larger than any 
ouher country in the world except Soviet Russia 
end LOM ner, Much hassbeen said andawritten about 
this tremendous area which is available for the use 
of such a relatively small number Of people, bur 
on the other hand this vast aréa means that. a 
very great part of the total effort of those 12 ,880 ,000 
people must be devoted to the sheer physical movement 
Of themselves and theiprveoods backeand forth across 
distanees which are probably greater than those which 
MUS tebe nevercomée phy rany vothe renation of Pthe maroniad. 
If one considers railways alone, the people of Canada 
are supporting 4.4 miles of railway track per thousand 
of population, while the people of the United States 
are Supporting only 2.7 miles per thousands of popu— 
Latilon. Another view of this same matter is to 
Leora t the proporblonor the Local national income 
which is used to pay for transportation services. 
Since figures are not available for all transporta- 
tion it is necessary to use railways only. As 


I have already pointed out, the 1948 revenue of the 
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C.N.R. and C.P.R. amounted to $778 million while 
in 1947 the revenue of other railways was $91 milgecon:. 
The total of these two items is $869 million or 6.8 
per cont of the! national ancome’ of Canadarfor 1948, 
Im the United (States, the total revenue of Class 1 
railroads in 1948 was $9,672 million or 4.1 per cent 
om shes national income of the United ‘States. 

"As a further indicator of the importance 
CP rans portation icharges am Canadas L would like 
to refer to One exhibit in the 20% Case, namely 
Exhibit 49/134 which pee thatesance July ik, 
1946, freight rates on the C.P.R. have increased by 
aps) Ger icenwiom Uihetayerace. ine! expat suse 
shows that) in the case of the C.P.R. it has been 
estimated that additional revenue resulting from 
these freight rate increases willbe almost $68.5 
mag tory Cale evar, Applying the same 27 per cent 
Increase im raves “tomthe C .N.R. tf reieht seeventie 
indicates that freight rate increases will amount 
ve -S7 eT tiiiition for therGeN. Riana ozo, In 
other words, the two railways together will, in 1949, 
collect $143 million more from their present 
freight rates than they would have collected from 
the same volume of traffic if it were carried at 
Ghe “paves iwhiieh were an effect prior to July ist, 
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Transportation in the Prairie Economy 
eh a ile rairie Hconomy 


This, then, is a brief comment on the transporta- 
tion situation in Canada as a whole. I would like now to 
indicate, also very briefly, the Prairie Provinces! 
position. In the three Prairie Provinces there are two 
and a half million people living in an area which for 
many years was devoted almost exclusively to the production 
of primary agricultural products for sale in the markets 
of the world. More recently there has been an increasing 
amount of diversification, but it is still fundamentally 
true that the prosperity of the Prairies Ls) incdirect 
proportion to the prosperity of agriculture. The markets 
for surplus agricultural commodities are in Eastern Canada, 
in Europe, and in Eastern United States. The shipment from 
Western farms to these markets requires transportation 
over distances which are measured in thousands of miles 
and which are probably greater than the distances involved 
in the transportation to market of the products of any 
other comparable area in the world. For example, the 
distances from Brandon, the largest centre in Western 
Manitoba, are as follows:- to Vancouver 1,340 miles; to 
Montreal 1,492 miles; to Halifax 2,332 miles. 

Our two great competitors on the markets of the 
world are ustralia and Argentina. In both those 
countries the rail haul to seaboard is short as compared 
to our rail haul. It is true that the total distances 
from the market of the United Kingdom are greater than in 
our case, but the fractions of these total distances 
which are made up of ocean mileage are much greater. In 


these shipments by ocean transport Argentina and 
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Australia have the advantage of the lower costs involved 
and in addition the competition among ocean carriers pro- 
tects them against the danger of unrenrsonably high rates. 
With us the importance of the rail haul is much greater 
and it is in that part of the total distance that we 

feel that steps are necessary to offset any monopolistic 
tendencies of the railways to keep rates on carriage to 
Seaboard at an unreasonably high level, 

This then is the general situation with respect 
to the shipment of agricultural products to market.'-In 
the case of supplies for agricultural production or for 
the personal needs of farmers and others living in Western 
Canada, the transportation problem is of almost equal 
magnitude, because the vast majority of those supplies 
must be brought great distances either in the form of raw 
materials or of finished products, usually from Eastern 
Canada, the United States or abroad. 

Unfortunately no precise statistics are available 
by which it would be possible to make an accurate estimate 
of the total transportation bill of the Prairie Provinces 
aS a whole or of Manitoba in particular. One point is 
Clear, however. The transportation cost to the people of 
this area per Capita is very much greater than the average 
for Canada as a whole. As I have already mentioned, the 
transportation bill for Canada as a whole amounts to 
approximately $1,000 million per year or $78 per capita 
per year. It is our view that in the Prairies the cost 
of transportation is very much greater per capita than 
the Canadian average because of the long distances and 


because of the fact that on both our shipments out and 
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our shipments in, the people of the Prairies are forced 
to bear the bulk of the transportation costs on the heavy 
tonnage involved. Multiplying this percapita figure by 
the population of Manitoba gives $59 million which is 
one and two-thirds times as large as the Manitoba budget 
for the current year, and it is therefore our opinion that 
the transportation burden borne by the people of Manitoba 
every year must be at least twice as large as the provin- 
cial budget. 
Public Regulation of Transportation Charges 

These facts alone without further elaboration will 
indicate that the question of transportation and the ques - 
tion of the level and structure of the rates to be charged 
for the movement of commodities in a country such as Canada, 
are much too important to be left in the hands of any one 
interested party, whether that party be the management of 
the railway system, the shippers who make use of that 
system, the employees who operate and maintain that system 
or any other group which is directly concerned. This 
fact was recognized almost at the outset of railway con- 
struction, and as a consequence, in the early years of 
Canadian history, control over these matters was exercised 
by the Railway Committee of the Privy Council of Canada. 
Almost fifty years ago - in 1903 to be exact - the powers 
of the Railway Committee were transferred to the newly- 
created Board of Railway Commissioners which later became 
the Board of Transport Commissioners. It is our view that 
this principle is fundamentally sound and that matters of 
this type should be firmly under the control of some body 


acting on behalf of the people of Canada as a whole, 
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rather than any one or more interested groups. 

In the early years of its existence the Board of 
Railway Commissioners was able to do a good deal of very 
effective work in controlling the excesses which might 
otherwise have developed and in alleviating discrimination 
against certain areas. It was perhaps inevitable, however, 
that with the passuge of time the Board should begin to feel 
itself bound to follow the precedents of its old decisions 
regardless of whether or not conditions had changed in the 
meantime. 

In our opinion the time has now arrived when steps 
Should be taken to free the Board from the self-imposed 
restrictions placed upon it by its past decisions. For 
that reason we feel that among the matters with which you 
will be concerned the paramount questions are those which 
deal with the redrafting of the Railway Act in such a 
manner as vo clarify and re-define the powers and duties 
of the Board of Transport Commissioners and the principles 
and organization to be used by it in administering those 
powers and carrying out those duties. 
Other Submissions by Manitoba 

Perhaps I should at this point, briefly outline the 
mechanics which we propose to follow in presenting the 
views of the Manitoba Government. On April 29 I forwarded 
to you a document which we called a Brief of Points. That 
document outlined very briefly our views on certain of the 
major matters with which you will be concerned. At that 
time we made it clear that we would make more detailed 
Submissions at a later date. In my remarks today I pro- 


pose to deal with four major issues and to indicate in 
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some detail our views on them. The remainder of the points 
and any other matters which may arise as a result of the 
hearings which you will be holding in various cities and 
as a result of the studies which you and we will be under- 
taking, will be dealt with in a more detailed brief to be 
submitted at Ottawa later. 

I turn now to the formal part of the submission 
of the Government of Manitoba. 
Manitoba's Long Standing Concern over Transportation Matters 

From the very beginning of settlement in the area 
which ultimately became the Provinces of Manitoba, Saskat- 
chewan and Alberta, it was recognized that the first 
requirement would be some reliable means of transport for 
bringing in the supplies of goods which could not be pro- 
duced in the area and for shipping out the goods to be 
sold to pay for the goods brought in. In the very 
earliest days this trade was carried on by lake and river 
transport but was thereby limited to small volume. It 
was soon realized that no substantial number of people 
could attain a high standard of living in the area until 
a railway was provided. The great dependence of the 
people of this area upon rail transport was therefore 
obvious from the beginning, but that dependence carried 
with it the constant threat that the railways would use 
their strong position to impose monopolistic rates which 
would restrict the development of trade and thereby 
handicap not only the development of thé area but also 
the railways themselves. For this reason the people of 
Western Canada have always been in the forefront of those 


who have opposed the efforts of the railways to take 
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advantage of their quasi-monopolistic position by imposing 
high freight rates which must be paid because there is no 
alternative transportation for the great bulk of the com- 
modities which the people of the Prairies buy and sell. 
It is for this reason that the all the hearings before the 
Board of Transport Commissioners and in the discussions 
which have taken place on transportation policy generally, 
the Province of Manitoba, the City of Winnipeg and various 
Groups in Manitoba, have always taken a very active part. 
This became clear even before Cherrirst trance 
continental railway was completed, for in 1880 the Govern- 
ment of Manitoba entered into active opposition to the 
provision by which the Dominion Government restricted the 
construction of railway lines south of the main line of 
the C.P.R., and for several years Manitoba used strong 
efforts to encourage the building of railways in that 
Meryrareas “in 1901! the so-called Manitoba .igreement was 
Signed between the Canadian Northern Railway and the 
Province of Manitoba under which the Manitoba Government 
took the authority to set freight rates in Manitoba and 
between Manitoba and the head of Lake Superior, in return 
for guaranteeing certain bonds of the Canadian Northern 
Railway. In the period from 1917 to 1922 Manitoba was 
active in its opposition to the various rate increase 
applications and in its Support of having rates in Western 
Canada brought to a% level more nearly comparable with 
the rates in Bastern Canada. In 1922-24 Manitoba took a 
vigorous part in the campaign to have the Crow's Nest 
rates re-established in Western Canada, In the period from 


1946 to the present, Manitoba has worked actively with the 
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three Provinces from the extreme west and the three Prov- 
inces from the extreme east in all matt xs which have been 
under consideration by the Board of Transport Commission- 
ers and the Dominion Government. 

I have given this short review of Manitoba's con- 
tinued activity in connection with freight rate questions 
for the purpose of making it clear that the interest of 
the people of the Prairies, and of Manitoba in particular, 
in matters of transportation, anda particularly of the 
charges for transportation, is not a passing phase which 
can be lightly regarded. Rather it is one of the funda- 
mental issues which have concerned our people over the 
whole period since the West was opened to settlement. I 
have indicated that one of the reasons for this deep con- 
cern is the fact that in the Prairie area and for the type 
of commodities which are of greatest concern to the people 
in that area, the railways have an almost complete monop- 
oly, and there is really no alternative form of transpor- 


tation available. 


Markets for Agricultural Products 


Another fundamental consideration in this connec- 
tion is the nature of the market for our agricultural 
products, In wheat and in other grains, in livestock 
products generally, including dairy products, in the 
products of our base metal mines, in the products of our 
lake fisheries and our pulp and paper industry,Manitoba 
has geared its whole production program to a market many 
times larger than the local market in Manitoba. Many of 
these surplus products must seek their market in export 


trade; they must be sold at a price that the buyer in the 
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United Kingdom or the Eastern United States or elsewhere 
is satisfied to pay in the light of what he would have to 
pay for corresponding products bought elsewhere, In other 
words, these products must be sold in a highly competitive 
international market. The result is that the price is 
determined to a very large extent by factors other than 
the cost of transporting them to market, Consequently, 
the return to the producer is determined Rlmost entirely 
by the world price less the cost of transporting them to 
market, Therefore, if transport costs are too high the 
return to the producer is reduced by the amount by which 
they are excessive, This same situation exises in 
respect to western primary products which are sold in the 
great cities of Eastern Canada in competition with 


products from other parts of our own country or from abroad, 


Supplies which must be brought in 


In the case of Supplies which are brought into 
Manitoba the market situation is very different but the 
result again is that the cost of transportation falls in 
the main upon the people of Western Canada. The basic 
requirements of our people for the production of agricultur- 
al or other primary products or for their clothing, furni- 
ture and other household Supplies, must be brought in, 
whether they live on farms, in our smaller towns and 
Villages or in our cities. To an almost equal extent 
these products are sold on the basis of a factory price 
Plus the cost of transport. The primary market is in the 
Sreat cities of Eastern Canada oor the United States or 
Great Britain, close to the prorducing factories. The 


Price is determined by what carm be secured in those markets 
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and the supplies which are Shipped to Western Canada are 
Sold there at the eastern price plus the cost of transpor- 
tation. 

The result is that any unnecessary charges for 
transportation fall upon the people of Western Canada 
twice: first, upon their income from the products which 
they sell and again, upon their expenditures for the prod- 
ucts which they buy; or as it has been stated, Western 
Canada pays these charges both coming and going. 
Fluctuating Income and Rigid Costs 

It is no mere rhetoric to Say that Western C nada 
is a country of widely fluctuating income. Anyone who has 
lived through the experience of the last twenty-five years 
needs no statistical proof of this fact. One set of figures 
may be of interest, however, namely the average cash income 
per farm in Western Canada in recent years. In 1928 the 
figure was $2,206; in 1933 it was down to $605; in the 
War years it went up rapidly to a peak of $3,630 in 1944; 
for the latest year for which figures are available, 
namely 1947, the figure was $3,622, It has been estimated 
that for 1948 the figure will be higher again. These 
figures are for Gross cash income. Out of that income the 
farmer must pay -his operating costs and during the bad 
years those operating costs could be cut, ifvat ality only 
by a much smaller percentage than the percentage decline 
in cash income. The result, therefore, was that in terms 
of net income available to the farmer for his own use, 
the fluctuations were much greater than those shown in 
the above figures. 


One of the great causes of this extreme 
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fluctuation was, of course, the crop failures of the 
2950's; “but ities Significant that even in those years 
the volume of production on western farms varied much 
jess than grain prices. Even in the absence of the 
fluctuations resulting from crop conditions, Western 
Canada has always been Subject to great variations in 
income resulting from fluctuations in price, ard this 
instability is greatly aggravated by the fact that farm 
costs are much more rigid and cannot be proporvionately 
reduced in periods of farm income decline. One of the 
most important and one of the most rigid of farm costs is 
that of transporting Supplies and farm products. By 
way of illustration I would like to refer to wheat, 
although the record of other farm products and of the 
primary products of our mines, forests end lakes, is not 
materially different, 

In the case of No. l Northern wheat, the Dominion 
Bureau of Statistics reports that the average price at 
Fort William was $1.46 per bushel in both crop years 
1926-27 ana eet 20.) In 1935-33. on the other hand, it 
was only 54¢. The price rose again to an average of 
$1.32 in 1937-38. In the crop year 1938-39 it wes down 
to 62¢ and remained below a dollar per: bushel until 
1943-44, At the present time farmers are being paid on 
the basis of $1.75 per bushel. The point I would like to 
make is that during this whole period in which the price 
fluctuated between $1.75 and 54¢ per bushel end in which 
there were eleven years when the price averaged less than 


@ dollar per bushel, the charges collected by the railways 
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remained completely rigid ana unchanged. A farmer located 
in Western Manitoba at a point paying 10¢ per bushel as his 
freight rate to Fort William has therefore experienced the 


following situation. 


Fort William Railway Farmer 

Price Received Received 
1926-27 1.46 nO L8G 
1932-33 54 «LO 44 
1937-38 ioe 10 Lies 
1938-39 ee ~10 ee 
1943-44 23 e10 es 
Present a Py fs rake) 1.65 


The transportation charges are thus completely 
rigid regardless of the price of the product. Furthermore, 
they are the first charges paid by the farmer out of his 
returns from his crop and are in fact deducted from his 
returns before he receives them. The railways are thus 
guaranteed their charges ahead of any other production cost 
whether it be the wages paid for necessary help, the taxes 
paid to Support Schools and other local services, the 
prices paid for machinery, gasoline, etc., which must be 
paid before the farmer has any income for his own use. 

It is in our view essential that in considering 
these matters of transportation and particularly transpor- 
tation charges, special attention should be directed to 
this record of fluctuation. One reason for reminding your 
Commission of it is that there has recently been a good 
deal of discussion regarding the relatively high prices 
for agriculturalpr.oducts and the relative prosperity of 
farmers 6enerally ;and this has been used as a basis for 


an argument that they can well afford to pay higher freight 
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rates, 

May I suggest that such an argument is fundament- 
ally uns dund because it overlooks: 

(1) the fact that the present high level of agricultural 
prices and of farm income is closely associated with the 
world-wide shortage of food commodities which existed at 
the end of the war and that the long run prospects in 
this regard do not seem to indicate a continuance of this 
situation; 

(2) the fact that costs of production have risen greatly 
over the same period thereby curtailing to a larger extent 
than is generally realized, the benefit to the farmer of 
the higher income; 

(3) the fact that if transportation costs are allowed to 
reflect this high current level of prices and income it 
will be a very difficult matter if not completely impos- 
Sible,to adjust them downward if agricultural prices 
decline in the future. 

For these reasons it seems to us that it would be 
disastrous for western agriculture in particular, for the 
welfare of Canada as a whole and for the welfare of the 
railways themselves as well as the other transportation 
Systems, if the present relatively prosperous conditions 
were used as the basis for a scale of transportation 
charges to be paid by Canadians at a level which they 
would find it impossible to continue to pay in the 


future. 
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Canadian Trade Policy: 


One other matter should not be overlooked in 
this connection, namely the influence upon Western 
Canada of the national policy which has directed 
Canadian trade into east-west channels Ln anc er fore to 
build nD a national trading system. One aspect of this 
policy has been the building of an elaborate set of 
railway lines through the difficult construction area 
north of the Great Lakes. Another aspect has been the 
tariff policy which has prevented the people of Western 
Canada from following their natural trading route to the 
south through the Mississippi Valley and the Chicago area. 
One result of that policy has been to guarantee the 
Canadian /railways /volume of traffic which would not other- 
wise have been theirs. This in turn has added to the 
bargaining strength of the Canadian railways and has 
bolstered up their already broad monopolistic position 
in Western Canadian transport. Another effect of it has 
been to call upon the people of Western Canada to pay 
prices for their supplies substantially higher than would 
have been necessary if they had been free to buy directly 
from the United States. We realize, of course, that your 
Commission is not called upon to deal with tariff matters, 
but we would like to record the fact that one of the 
important factors in the present transportation problem 
of Western Canada is the manner in which trade has been 
directed through Canadian transportation facilities as part 
of the national policy of Canada. Since this is the 
Situation we of Western Canada feel that it is our right 


to be fully protected against any attempt to abuse the 
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Strong position which this national policy has created 
for the railways. We feel that particular care should be 
taken to see that thecharges which are levied against us 
for transportation are kept to the absolute minimum which 
is consistent with the operation and maintenance of a 
Satisfactory standard of transportation service for the 
type of product and the Operating conditions with which 
we are concerned, 

These are some of the matters which in our view 
Should underlie the deliberations of your Commission on 
the policies which you will recommend regarding the 
matters referred to you. 

Submissions: 

I would like now to lay before you the major 
Submissions of theManitoba Government as to the type of 
recommendations which we feel that your Commission should 
make. For the sake of clarity I would divide this section 
of my remarks into four headings: 

(a) Our recommendations as to the necessity for a 
strong body acting in the interests of the public of 
Canada to exercise Supervision. over the operation of 
existing transportation facili ties: 

(b) Our recommendations regarding the policy which 
that public body should administer in respect of the 
determination of the revenue needs of existing transporta- 
tion companies in the light of the expenditures necessarily 
made to maintain a standard of service Satisfactory to the 
people of Canada; 

(c) Our recommendations regarding the policy which 


that public body should administer in determining the type 


Os utw no BS Lida 


hs! er: 
er ee all | 


iG a, 


MiG ¥Y 5 
[ 


Hite 
te 7 “ 2 igtieae oo 
aig yey ae 26a: ‘ cae | es : : 
} 
; rae rf 


<y coalaiean wean | 


uae 


het ue 
var 2S 


ay ts ete 


——. ee 
abuses 


ak veeratinas Gdadiele Yee & Easy: 


67 Mr. Campbell 


of rate structure to be applied in collecting from those 
who use the transportation system, the money to pay for 
the expenditures which are Judged necessary; 

(d) Our recommendations with respect to the 


Hudson's Bay Railway. 


(A) Public Supervision: 

Our first recommendations concern the necessity for 
a strong public body to protect the interest of the public 
generally against the danger that the transportation 
System itself or the rate structure might be abused for the 
benefit of one or more interested parties. The Brief of 
Points which was filed with you by the Province of Manitoba 
deals withthis question in the items which are numbered 
4,5,6, 12 and 13, which read: 

Item 4. In our view, the powers and duties of 
the Board of Transport Commissioners 
Should be clarified and widened in an 
amended Act, so that they can exercise 
more effective control over special commodity 
rates, competitive rates, distributing 
rates, agreed charges, etc., to the end 
that the interests of the public in 
uniformity of rates should be protected 
so far as possible. 

Item 5. It is our view that in considering the 
organization of the Board which is to 
administer the Act as amended, provision 
Should be made to equip it with an 


adequate administrative staff and 
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organization, and to require it on ites 

own motion to review and adjust rates 
which deviate from the general principle 
of rate uniformity. 

We submit that the Railway Act should 

give greater indication of the principles 
to be followed in the determination of 

the general level of freight rates, I+ 

is not our view that these principles 
must be set out exhaustively and rigiagy 
applied, but it is very definitely our 
view that something more complete is 
required than the provisions of Section 
$25 which, in essence, merely state that 
rates should be fair and reasonable 
without giving any guidance as to how 
these terms are to be interpreted. 

It is our view that there should be a 
uniform system of accounts among all the 
Canadian railways to the end ithat it will 
be possible to more adequately compare the 
results of the different companies and to 
secure more complete information as to 
expenditures for particular purposes and 
revenues fromparticular sources. It 

is our further view that the Board should 
be equipped with adequate staff for 
Supervisory and analytical work in this 
field so that the Board will have available 


to it individuals who are thoroughly 
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familiar with the Railway accounts, not 
only in the form in which they are finally 
published but also in much of the detail 

of the actual preparation of the accounts. 
In one regard we are particularly concerned, 
namely the regional divisions which are 
used by the two major railways. It is our 
view that these divisions should be set up 
in such a way that it is possible to secure 
an accurate record of operating revenues 

and operating expenses in the major 
geographic areas of Canada. specificially 
we feel that such information should be 
available for the Prairie region as distinct 
from the rest of Canada. 

Teens lili siourview that..a thorough review of 
the statistical and accounting reports 
which the railways provide to the Dominion 
Bureau of Statistics and to the Board of 
Transport Commissioners, should be made with 
a view to having those reports reorganized 
and improved to the end that they will 
provide more adequate material for use in 
future rate cases. 

In my remarks today at this opening session of your 
Commission I do not propose to elaborate our stand in this 
regard or to deal with the details which will inevitably 
require careful attention. I merely wish to record the fact 
that it is the considered view of the Province of Manitoba 


that the present Railway Act requires substantial amendment to 
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bring it up to date and to insure that the Board of 
Transport Commissioners has adequate powers and adequate 
staff to enable it to fulfill theheavy responsibilities 
which must fall upon it under modern conditions. In Items 
12 and 13 we express our view that in addition to 
anything that may be done to reconstitute the Board of 
Transport Commissioners itself, it is also essential that 
careful attention should be given to the form and 
availability ef essential information which it will require 
in the performance of its duties. 
B) Principles for Determining Railway Operating Re uirements: 
The second major submission which we wish to make is 
that your Commission should recommend the principles to be 
followed by this reconstituted Board of Transport Commission- 
ers when it is called upon to reach a decision as to the 
amount of money which the railways require to provide 
adequate transportation for Canada. This matter is dealt 
with in our Brief of Points under Items: 1, 2, 10 and 11. 
Item 1. The ‘national System of railway transporta- 
tion in Canada, including all the railway companies, is 
one of the fundamental bases of the general welfare of 
Canada and consequently it is essential that this service 
Should be maintained at a standard which is sufficient to 
provide adequate transportation for the products of Canada, 
but it is equally essential that the standard of 
transportation services Should not be one which is beyond 


the capacity of the people of Canada to pay for. 
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Since the railway transportation service must 

be paid for by the people of Canada, it is 
essential that some System be established whereby 
the expenditures and revenues of the railway 
System can be carefully scrutinized from the point 
of view of the public interest. In order that 

the level of railway rates can be determined on a 
basis which is fair both to the railways and to 

the public, a.set of principles and a system of 
records must be adopted for use in determining 
what expenses are properly chargeable against 

those who use railway services and what standard 
of maintenance and improvements are desirable and 
necessary in the interests of Canada as a whole, 

It is our view that in the interests of the 

public, and particularly in the interests of 
adequate control and inspection, depreciation as 
used in the determination of Canadian freight rates, 
Should be calculated on a Straight-line basis 
wherever it is allowed. 

It is our view that an accounting division of 

the C.P.R. corporation should be made between 
railway operations and non-railway operations both 
for. capital purposes and for the purposes of 
current revenue and expenses. It is our Submission 
that certain activities which are not completed 
railway operations, are so closely allied with the 
railway, that for operating purposes they should be 


considered as part of the system. 
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A few words of elaboration may be in order in 
this connection. It is neither proper nor desirable that 
I should at this time attempt to lay down the details of 
the policy to be followed in this regard. I do, however, 
wish to emphasize one fundamental consideration, namely 
that these matters should be approached from the point of 
view of the public of Canada and the welfare of Canada as 
a whole and should not be left entirely in the hands of 
the railways and their officials. During the recent 
freight rates cases a good deal of evidence and argument 
was advanced as to the propriety of maintenance charges, 
as to the desirability of certain improvements, as to 
the propriety of certain depreciation practices as well as 
other detailed accounting matters. Your Commission will 
have access to professional advice on these matters and 
various interested parties will no doubt present to you 
the opinion and recommendation of highly qualified 
professional people regarding them. I wish to emphasize 
one fundamental point in this first brief, however, namely 
that in determining these questions the criteria should be 
the capacity of the people of Canada to pay for transporta- 
tion services and the effect which any decision will have 
upon the welfare of the people of Canada. 

In dealing with his matter of the cost of providing 
adequate railway service I would like to refer to one other 
point. A good deal has been said in the press recently with 
respect to the increase in railway operating costs and among 
those who are not familiar with the situation it is commonly 


believed that cost increases alone Justify the railways in 
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their applications for rate increases. Let me therefore 
point out that the records show that in fact railway 
revenues have increased more than railway operating 
expenses. Exhibits 49-138 and 49-139 filed in the recent 
20% Case give the record for the two major railway 

Systems since 1935. From those exhibits it is clear that 
the working expenses of the two railways have increased 
from $280 million in 1939 to $759 million at the present 
time, or by $479 million. A great deal of evidence and 
argument was directed by both the provinces and the 
railways, to the question of whether or not that increase 
was necessary and proper. I do not propose to deal with 
those questions at this time but TI do wish to point out 
that if one looks at gross earnings over the same period, 
the increase is from $324 millimto $809 million, or by 
$485 million. In other words, the increase in gross 
earnings has been just Slightly larger than the increase 
in working expenses since 1939. The point is that the mere 
fact of increased costs for raw material and labor is not 
by itself conclusive in proving the necessity of freight 
rate increases. One must consider the total of the wage 
bill and other expenses, and compare this total with gross 
earnings. When this is done it appears that the position 
of the railways has improved despite wage and price 
increases. In these comparisons I have used the figures 
Submitted by the railways as their estimates of revenue and 
expenditures, on the assumption that the traffic volume of 
1948 would be handled at rates charged, wages paid, and 


prices of materials which were in effect at January lst, 


1949. 
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I do not wish to become involved in details 
regarding the relative importance of increases in operating 
costs resulting from wage increases, traffic volume 
increases, increased depreciation provisions, increased 
prices for materials, or increases from other causes. I 
merely wish to point out that all these items should be 
reviewed from the point of view of the public good. The 
recent freight rate increases have been authorized to 
cover higher operating costs. One of the important causes 
of these higher operating cogts is the higher wage bill 
of the railways as a result of increases granted their 
employees. Thus, one of the issues is a decision as to 
whether Canadians should pay higher freight rates in order 
to ensure to many categories of railway employees a level 
of wages higher than that paid for comparable work else- 
where throughout Canada. In our view this is a matter which 


is too important to be overlooked in your deliberations. 


(Cc) Principles for Determining the Structure of Freight Rates 


The third major recommendation which we wish to 
place before you is that your Commission should lay down the 
principles to be followed by the Board of Transport 
Commissioners in determining the structure of freightrates 
which are to be charged in Canada. It is self-evident that 
the rate structure so established should be such as to 
to cover the expenses which have been found necessary 
provide the necessary funds to allow the railways /in 
accordance with the principles laid down in considering 
the points to which I have just referred and should at the 


Same time be of such a nature that it imposes the least 


possible hardship upon those who use the transportation 
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Services and pay the charges. In particular hit should 


be so constructed that it does not bear with undue 


weight upon the people in any area of upon those who are 


interested in any particular commodity. In our Brief of 


Points these matters were dealt with in Items 2) Pieseand 


9. 


"Item 3. It is our submission that it shoulda be 


a fundamental principle of the Canadian railway 
freight rate structure, that freight rates 
charged for the same traffic over the same 
distance should be equal, except where costs, 
competition, the needs of national development 

or other circumstances require some deviation 
from that principle. 

Item 7. In our view one of the disadvantages 
whith: Western Canada suffers under the present 
rate structure, arises from the fact that the 
average level of rates in Western Canada exceeds 
the average level of rates in Eastern Canada. In 
this regard we refer to the overall average 

level of all rates and not to the rate or rates 
for any particular commodity. We submit that this 
disadvantage should be eliminated. 

Item 8. It is our view that all rates, but iin 
particular those which are substantially below 
the average level of rates for comparable 
commodities, should be carefully reviewed and that 
those which are uneconomically low should be 
raised before any action is taken toraise the 
general level of all rates. We would define, in 


broad terms, the phrase "uneconomically low" to 
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mean rates which are so low in relation to 

the cost of handling the traffic involved and 

in’ relation to the competitive situation, that 

the general welfare of the railways, the 

Shippers and the public would be better served 

if the rates were higher. The actual level of 

the rates is not conclusive but if any rate is very 
low as compared with the general average of rates 
for comparable commodities it is our submission 
that that rate should be investigated. In this 
connection, it is our view that investigation 

would establish that a substantial number of 

these rates which are alleged to be low are not 
uneconomical and are, in fact, necessary for the 
welfare of Canada. It is our Submission that this 
is the situation with respect to the rates for 
grain and other primary products in Western Canada. 
Item 9. On a more technical Matter, it is our 
Submission that the class rate structure as it 

now applies in, Canada should be carefully studied 
together with certain recent changes directed by 
the Interstate Commerce Commission of the United 
States, with a view to determining whether or not it 
would be advisable to establish an additional 
number of classes in Canada at rates lower than the 
present 10th Class rate so that a greater percentage 
of the traffic will move at class rates and will 
consequently be under more adequate control by the 


Board of Transport Commissioners." 
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Here again I do not intend to gO into detail but a 

few words of elaboration are probably in order. In this! 
connection our fundamental submission is set out in Item 
3, namely that freight rates charged for the same 
traffic over the same distance should be equal except 
where there is good reason for deviating from that 
principle. As to the validity or acceptability of the 
various reasons for deviating from that principle we 
will submit detailed evidence at a later hearing. There 
are two points, however, which I would like to emphasize 
now. 

(1) It is in our view, fundamentally unsound that mapee 
in the Prairie area should be allowed to continue at a 
level higher thanin other parts of Canada at the same 
time that operating costs and capital investment in 

the Prairie area are Substantially lower than in other 
areas. 

(2) We think it is fundamentally unsound that rates 
Should be reduced to meet competition or for any other 
reason and should then be allowed to continue indefinitely 
at that lower level long after the circumstances which 
originally led to the reduction have disappeared. 

It is for that reason that in Item 8 of our Brief 
of Points we ask for a review of all rates which are 
Substantially below the average level of rates for 
comparable commodities. 

It is our belief that a substantial number of 
competitive rates, agreed charges and other special rates, 
have been allowed to continue in effect notwithstanding 


the fact that in some cases they were initiated without 


' 5 7 & , 
} Ss; death wii ork tes en } Jey ot 


Pia ict .cctier of yivaddeet com qobdeiiels, Tae 
ie Y 


; r : . ae ’ pve ‘ ~ y , 
: geth as ae San, at nb LesluNice inti 
diet eh a3: Seg ent SE 4 Akon oaleill 


Wi tissuse cage oth Bia de. sommes ee. sates, OHS! nore 
i ; : ' Syne 
5 sek gore arciteives sc} Hoag! Gri: aah ual 
| Gd. Vo “PED Maen soony WH Ytoos hae Kit, OO ery . slgton ad 
oy. siqkierinir Aatet nun: ackvwteh, 12o, aoe sutoa 
set | Piven sets 4 fe sameties ee sit: ditiegtiee! hebw " 

Vf ae Rr (vee Se ike hi oe, 0 PU | A: 4 eae ong, ney 


9 r ; wot "7 
ie cacti Paccam) (iieiemeiny tT ety ae ae ree fen 

ge; eeeeitieers Oe | otal, sath Peto: heres: ol ret wl ake oa] 
a BER. rhs 3, PMR a ae ae Teta amend cpa ie seged. 
hae Pea: te JORG) pee reed. eae Fag, ety 

pend ab wud. caved Gi eerie Sta Bere asada ont 
neh) 


aC 


dave duit lige yilherkaens, ot. ah ee ate Ae 


adios. SOe oe PDS Lae May eL Be Ryley ey itr Osi: jit. tebenctiy 


“hae es Se eee hs € ptyie —<atn er i ~ ef ee > a wn 7 oe te : 
ea Eh SBE TIS D PSEA ast WAY, ROT. bra ons Jee SSD : 
! aoe 2 OE Me re be tvale'y Shes) ae a {ee ee Prat) 

Bolin, eyitatamvoicbs sits lai get die e emee Jedi! che 
~Meiaeeqsnhh eved incl outset cat: ce Bae eee ee 
1 i A ws 


gate, G2 saves C4 De wees, oe ieee ee agree’ ts 
nee: gets) io. Lictal ogatays anit wolad Lana 
howe. cepa: ma « 1 ; 

Si neti ce Se serch ieee ue shyt “Leatlees, vera tee: wi, as. ae 


“ vik * ae ee i 
Late: Series bap aaa iaib: 


Ba ivaciitlvdian eis. ne eae ‘ier 


(T-a Mr. Campbell 


due regard to all the circumstances and the fact that 
in other cases the original circumstances such as 
competition, operating costs, or the needs of 
national development may now be materially altered. 
We feel that such rates are particularly numerous in 
Ontario and Quebec and that they are one of the 
important reasons why rates in Eastern Canada are, on 
the average, lower than rates in Western Canada. For 
that reason we are Specifically asking that all such 
rates should be reviewed. 

Let me point out at once that we are not advocating 
that all rates which are alleged to be low, should be 
raised. In fact, in the final sentences of Item 8 we 
State our opinion that a substantial number of these 
rates which are alleged to be low are; in hacty not. low 
when compared to the cost of handling the traffic 
involved and when considered in relation to the welfare 
of Canada. I would therefore like to make it clear that 
in Item 8 our request is that these rates which are 
alleged to be low should be looked at by a body which is 
charged with the protection of the welfare of Canada 
generally and that before that body interested parties 
Should have a full opportunity to discuss the particular 
rates concerned and to justify any proposals which they 
make with regard to them. We strongly object to the 
practice which has been followed by the railways in their 
arbitrary handling of rates such as those on farm 
machinery, seed grain, and pure-bred livestock, in which 


rates were raised without public hearing and without 
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opportunity for those who would be called upon to 
pay the higher rates to state their point of view to 
a public body. 

In this same connection I would like to mention 
the effect which the rate structure of the railways 
has had in the formation of the industrial pattern in 
Canada. We are all familiar with the centralization 
of industry in the Eastern provinces, the comparative 
lack of industrial development in the Prairie Provinces 
and the fluctuations in the prairie economy resulting 
from its predominant dependence on one major industry, 
agriculture, It is our strong conviction that certain 
features of the freight rate structure have acted inno 
small way toslow down the development of a potentially 


large field of industrial activity in the prairies. 
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In particular, the so-called transcontinental rates 
have, in our view, given Eastern Canada and the 
Vancouver area an unjustified advantage which is 
not available to manufacturers and distributors 
in Winnipeg. The effect of these transcontinental 
rates between Eastern Canada and Vancouver is to 
establish rates for the long haul in either Givection 
av léveis which are not materially different from 
the rates for the shorter haul between Winnipeg 
and Vancouver or between Winnipeg and Toronto. 
Infact, in a few cases the rates between Toronto 
and Vancouver are actually lower than the rates 
between Toronto and Winnipeg. Whatever may have 
been the original justification for these rates in 
terms of competition with water transport through 
the Panama Canaq or with American railways, it 
is our view that conditions have now changed to such 
an extent that the transcontinental rates should 
be substantially increased if not eliminated en- 
Laireky « We would not, however, propose that 
this should be done without a full review of the 
Waele ei tuatson, ard «without.an Oppoertunstyyaftor 
those interested tc express their views to a 
public body acting under the authority and in the 
interests of Canada as a whole. 

"In this connection I might mention 
that we have noted that at least two of the briefs 
filed with your Commission, namely, the brief from 


the Canadian Manufacturers! Association and the 
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brief from the Industrial Traffic League, refer 

at some length to the grain rates in Western Canada, 

which are commonly known as the Crone Nest Rates. 

i de op intend at this time to attempt an exhaustive 

review of that situation,but it igs Manitoba's 

COnvCeENntLOnN shat = 

(1) rates now being charged in Western Canada 
including the grain rates, return a satisfactory 
revenue to the railways over and above operating 
costs in the area; 

(2) the original cost of constructing railways in 
the Prairie area and the present cost of main- 
taining and operating those railways are much 
lower than corresponding’ costs in other parts 
of Canada. 

"It is therefore Manitoba's conviction that 

the present grain rates although alleged by many to 

be “low rates” are, in fact, not ‘low’ when compared 

with the costs to the railways for carrying the 
traffic involved, and that they provide a sood 
return to the railways for the service which the 
railways perform. I would go further and assert 
that even if this were not so, it would nevertheless 
be true that the interests of Canada as a whole 
require “thay, on our greatest export commodity, 
every erfort should be made to see that the producer 
is not under the handicap of paying excessive 
transportation costs which would make it more 

GQiificult for him to compete in the narkets of the 


world. 
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(D) Hudson's Bay Railway 
"One final matter is mentioned in our brief 

of points, namely Item 14 which refers to the 

Hudson's Bay Railway. In this regard our concern 

is with the provision of transportation facilities 

in the newer areas in the northern bert 2G 

Manitoba where present transportation facilities 

are underdeveloped, and with the use of this railway 

for the movement of Canadian products to: market 

enay rer the bringing in of Supplies. 

‘Item 14. With respect to the Hudson Bay Railway 
it is our submission that in the interests 
of Western Canada in general and Manitoba 
in particular, the maximum effort should be 
made to utilize that railwoad to the 
greatest possible extent, as a means of 
moving farm products to the markets of 
the world; as a means of bringing Supplies 
from Europe and elsewhere; and as a 
means of improving transportation 
facilities for the rapidly expanding 
mineral industries in Northern Manitoba.'! 


Conclusion 


"In view of the nature of this subject it 
does not seem feasible that I should attempt to 
Summarize the points which are already presented 
in a very concentrated form in the Brief of Points 
itself. As I have already indicated, the position 


of the Manitoba Government on these and other issues 
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Witt pescutlined in detail tn our more complete 
Submission later and consequently I merely wish to 
conclude by thanking you for your close attention 
and by expressing the hope that I have dealt with 
this subje-. in a manner which will be helpful to 
your Commission in its delibcrations. "' 

THE CHAIRMAN: Mr. Fremier, ab his steces1 wish, 
on behalf of my colleagues and myself, to thank you most 
heartily for the time and the care that you have devoted 
to preparing and presenting this very comprehensive and 
VeryeLueid brief to us, setting forth the position which 
your province takes in regard to the inquiry which we 
are conducting. We know, of course, as you have said 
and as Mr. Shepard has tola us, that we are to hear more 
about this later on, and in greater particular. 

In the second place, we all wish to thank you for 
the very kind words of welcome which you said respecting 
our three selves. You were all too generous and too 
kind when you referred to me, and I think what you said 
concerning my colleagues is Very approprmare iandeed. 

Finally, I wish to say that we thank you, and 
through you the Government of the Province,for having 
furnished us with this Splendid and most commodious room 
in which to hold our NeStiRnes:. It is a great pleasure 
for us to be able to sit within the Legislative Building 
in the province, and particularly in this part of it, 
which is so well fitted for proceedings of this 4cind . 

As you say, this is our first Sittings in Canada, and 
we are happy to have been able to hold the first sittings 
in the very centre of the country, and in these very 


convenient quarters. So we feel very grateful to you. 
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At this stage we will take about five or ten 
minutes' recess, and then come back and proceed with the 
business of the day, 

At this point a short recess was taken, 

-- After Recess: 

THE CHAIRMAN: Mr, Shepard. 

MR. SHEPARD: Mr, Chairman, I have no questions 
to ask, 

THE CHAIRMAN: Does anybody else desire to 


intervene at this time? 


MR. EVANS: I would like CO, 310} i ae eS 


convenient, 


CROSS EXAMINED BY MR, EVANS: 
Q. I hope, Mr. Premier, that you won't mind, 
A. I not only do not mind, but I expected it, 
Q. I won't take very much time, I hope. I should 
like to direct your attention, Mr. Premier, to pages 


Seance or your brief. In those pages you speak of the 
percentage of national income which is expended in 
transportation costs, and I was wondering if you had 
considered that over the past number of years since 
&bout 1920 there has been a substantial and steady 


decline in the percentage of national income expended in 


railway transportation? 


i] 7 : 
|) pet sy Bee% Bode ahora ee Sate Okt aR 


‘ade Geow eesoey Gee EGE Bees HAG Deb .GROIES 'E 


y 


' Semtt ett) fa eee sedat 


‘ 5 ta : &. 
Be te ieee) SD ees ey ee Geers) i pee ey ie «ear é 
Taye i 3 i oy p ae ee e 
‘i “4 Te EE | ae Lic a ORE rg) Gees ie 4 : i Pout hiss . 


< a r. 1 igh) 5 Ph ay & See é sor ae 
Seleque af goinw sf00Rt, CONSENS. 2h Gaeeeeee eee 
Ri we WES Ooo BES hg@ pataad GOs OOM ORS OAS 


LPT 
P » nade Pas 7 : 
foo 26 sete eee Sap Soyo Fesy Pemgussge! 


; my is ee re RP eee sh ioe gh pe ay fh » min ere PH Neer} Poe be A); 
note bee (eo eateque A Fase ORE aaeee aie Breet d 


2 : is + me bo 8 Es) 
ip tl petmegqs: amon? 2aaohimer 1 O See eee oie ste ere nam 
7) " “i 
* 


Eevstst 


= 4 = Mr. Campbell 


THE CHAIRMAN: I beg your pardon? 

MR. EVANS: Q. A substantial and steady decline 
De Che cost wor railway transportation measured in terms 
OF national income; have you investigated that at all? 

neNo PL etd ivio€ pay any attention to that. These 

are the present figures, as I understand Pty GA, AN ar 
giving. It is the present and the future that we are 
interested in, Mr. Evans. 

Q@. iIvsuccest to you that there has been a very 
Steady and quite a marked dedcline in the percentage of 
national income used in the cost of railway transportation. 

A. There has also been, these figures show, a 
steady rise in the over-all cost Of PeSLeh tho whe shipper. 

Q. You mean in the rate Level Gort 4e= 

A. Both in the rate levels and in the -- the figures 
quoted here show that there have been substantial rises 
peeve total freiene bili. 

Q. That would be in part due to volume inersase. 
probably substantial? 

a. Oh, ne doubt. 


Q. Volume increase? 


op) 


A. No doubt; volume, and in some cases rate 
Q. Then on page } you speak of the distances which 
the movement of persons and goods are required to make 
in Canada, and I think you use these words: "( They) 
are probably greater than those which must be overcome by 
any other nation of the world," and I put it to you that 
the average hard on freient in Canadas according oa the 


Dominion Bureau of Statistics in 1946 was 397 miles. Are 
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you familiar with that figure? 

A. I am not familiar with that, but that is not the 
one that I was using, anyway. I had particular reference 
to the western Canadians, particularly the prairie 
provinces, shipping their goods. 

Q. Yes. Although there you are speaking of Canada? 

A. Yes, Canada, but with particular reference to 
the western --- 

Q. And I suggest to you further, Mr, Premier, that 
the average haul in the United States in the same year of 
1946 wes 433 miles as compared with the Canadian average 
haul of 397 miles: are you familiar with that Pigure 3 

A. No, I did not know that figure. 

Q. Then on the next page you discuss further the 
question of the haul from western farms, and you make 
comparisons, not in detail, between the hauls in Canada 
for the western farmer and the producers of western pro- 


ducts in Argentina and Australia, and in your comparisons 


it was not clear to me whether you had given effect to 
the long water haul from the head of the lakes to seaboard; 
had you give effect to that in your considerations? 

A. Regardless of which method was employed, we 
were simply making the point that the proportion of the 
rail haul here as compared to the total haul is greater 
in Canada than in these other agriculturally exporting 
countries of which I was speaking. 

Q. I take it, though, that the comparisons involve 


the mileage to the seaboard without regard to the haul 


on the lakes? 
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A. That is right; to the extent that the haul on 
the lakes entered into any of them, it should be taken. 

Q. And I take it that it is a substantial favtor 
in the hauling of wheat from the western provinic eaniikin 
fact right down to Montreal from the head of the lakes, 

Le eG snot? 

A. But my judgment would be, without having the figures 
before me, that even with it taken in, the statements here 
ave Sibi 1 begorprect. 

Q. Well, could we get it this way, that in the 
paragraphs with which we were dealing there was no con- 
Sideration given to the effect of the water haul from the 
head of the lakes? 

Paw NOs | wold not say that. 

Q. Then is it your suggestion that the haul from 
tie Dreiries tO the head of the lakes is 4 tlonger rail 
haul than in Argentina and Australia? 

A. Taking the fact that much grain and other things 
move independentiy of that. 

Q. Of the waterways? 

A. eS. 

Q. That is to say --- 

A. That the over-all would be as I have stated. 

Q. That is to say, when you say they moved 
independently, you mean that a large part of your products 
movelby rail althoug the water was there? 

Ws. “es. 

i. but 1 Mas foiling to pus to vow this, that, 


! 


whether they move by rail or not, they do benefit, I think, 
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from the fact that the water haul is available, do they 
not? 

A... Well, perhaps. 

Q. So that it really does not matter very much 
whether they actually move by water or by rail if the 
effect of the water haul is in the freight rates? 

fee tee to basy Ciaet er rect: 

Mee YGs.. then you, 1 think, also, if 1 may sugcest 
Poe voum dlomot eive effect to the consideration that also 
eppeers an the rate structure east of the lakes which 
comes about owing to the fact that the rate on grain from 
the lake ports, to the Atlantic ports.in Canada is fixed 
in terms of the Buffalo-New York rate; did you consider 


that? 


(Page 88 follows) 
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A. Mr. Evans, the whole point I am making in that 
part of the brief is not an attempt to attack the rate 
Structure as such or to give figures regarding the actual 
freight rates charged. It is Simply to indicate the over- 
all importance of the transportation System to the people 
of Canada, and especially to the people of the Prairie 
Provinces, and particularly the people of Manitoba. So 
far as the individual rates on particular mileages and 
in certain localities are concerned, I am not familiar 
with them. 

Q. I do not want to go into that with yous I am 
only pointing up this question of distance Ofrail havis 
aS compared with those for producers of agricultural 
products in these other countries. I am Suggesting to 
you that the mileage is not the measure of the burden of 
the western farmer bec use of the factor first of water 
rates, and also the factor’ that the mileage from Buffalo 
to New York, which is only 44] miles, fixes the rates 
for the longer haul which averages about 946 miles from 
the bay ports, Therefore the question of mileage 
unrelated to this other factor does not quite point up 
the whole problem, does it? 

AS It 4's" an interesting, and I think a useful point, 
and the members of the Commission will decide themselves 
whether they think it is preferable. I would have to 
agree that competing countries with Canada agriculturally, 
Argentina and Australia have - I Stay with the suggestion 
in the brief - a shorter rail haul and a higher percentage 
of water haul, where they have competition on the- water 


haul, as compared to Canada. So far as individual rates 
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ape concerned, I purposely did not go into that. 

me ~~ 62 do not want you to, and I am not asking you to, 

A. Even if you did want me to I would not because I 
am not familiar with it. 

Q. Just in passing, on page 7 you speak of some body 
acting on behalf of the people of Canada, and I think at a 
later stage you speak again of a public body. I wanted to 
get clear in my mind whether you had in mind anybody to 
administer the Railway Act other than the Board of Trans- 
port Commissioners? 

Boo Tntmind? 

Q. Yes, 

A. We are simply laying suggestions and recommenda- 
tions before the Royal Commission. 

Q. Yes? 

A. Our suggestion is a body. We are not Suggesting 
that it should not be the Board of Transport Commissioners, 
We think there ~ should be seme reorganization and some 
strengthening of the administration, procedure, and such 
like, but it is not intended to suggest another body. 

Q. I should like to direct your attention to a 
Statement on page 9 about two-thirds of the way down which 
reads as follows: 

"Fer this reason the people of Western Canada 
have always been in the forefront of those who have 
Opposed the efforts of the railways to take advantage 
of their quasi-monopolistic position by imposing 
high freight rates..." 

I gather that what you have in mind is that this 


S0-called quasi-munupolistic position is the basis on which 
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the railways perhaps might make too much money. Is that 
your feeling? 

A. It is not a question of how much money they make; 
it is how much of it they take out of freight shippers. 

Q. Do I get you correctly when you say that the effect 
of what you have in mind there is that the railways have 
taken advantage of this position that you ascribe to them? 

A. That there has been a tendency in that direction, 
yes. 

Q@. The tendency is not in regard to their desire to 
make too much money? 

A. Well, we are not commenting on the amount of money. 
We comment on the level of the freight charges, the tendency 
1 8 na 

Q. You can divorce the two of them in your thinking, 
can you? 

A. It is not a case of divorcing them; it is simply 
@ case of which side you put the emphasis on, We do not 
Mmind the railways having money. We do not like more than 
is necessary being taken out of the freight shippers, but 
do not put it that you are making too much money. It is 
praniy that we do not want the rates to be too high. 

Q. I am not putting words in your mouth. I want to 
know what you did mean when you said the railways were 
taking advantage of this position? 

A, To keep freight rates up. 

Q. That is to say, to keep freight rates up higher 
than they should be? 

As 3CB8% 

Q. I assume that means if they are higher than they 
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should be then they make coo much money? 

A. Well, that would be the natural assumption. 

@. You think that condition has obtained in the past? 

es eR, 

Q. And is obtaining today? 

aie Yes. 

Q. Then on page 12 there is a reference which I wish 
to mention in passing. The statement is made there that 
the basic requirements of the people of Manitoba for 
clothing, furniture and other household Supplies, must be 
brought in. I have in mind a man who appeared here two 
years ago representing the clothing industry in Winnipeg. 
My recollection is that you have a very large clothing 
industry here, Is that true? 

A. Yes, and to the extent - these are General state- 
ments - that there is diversification, and we mention the 
fact that diversification has increased considerably in 
the West. To the extent that 1¢ has, and that manufactur- 
ing has been established here, then of course these 
remarks do not apply. 

Ss atis probably relatively less true of the clothing 
industry than others? 

A. I am not an ezpere on chat, ‘but probably so. 

@. My understanding is that the clothing industry 
employs Something like 5,000 people? 

A. A lot of people. There would be some other indus- 
tries where we have had considerable establishment, too, 

Q. Commencing at the HoOtEenoe page 12 and running 
Over onto page 13 you give: some figures of the average cash 


income per farm, and I think they are gross figures, I 
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gather from your brief that that covers Western Canada as 
an average. I was going to Suggest to you that Manitoba 
is perhaps a little better off than the average’. Tarte nots 

Ae You mean Manitoba as &2 province? 

Q. Well, the cash income per farm is higher in 
Manitoba than in other western provinces? 

A. Some years, yes. 

Q@. I suggest to you that in 1944 -~ I am assuming that 
there is the same number of farms in 1944 as in 1948; I may 
Say I got this from the budget speech - the estimated gross 
income per farm was $4,810; in 1945, $4,170; in 1946, 
$4,890; in 1947, $4,965; in 1948, $6,290. That would 
appear to be very much higher than the Western C.nada 
average? 

A, That may have been set up on a somewhat different 
basis from that of the Dominion Bureau of Statistics. We 
purposely took the figures of the Dtominion Bureau of 
Statistics because they use the same system all across 
Canada. We purposely took Western Canada because that is 
what we are dealing with in this sect:ion. 

Q. Depending though, I think -- 

A. But the same thing would be genterally true, 
Fluctuations to practically the same externt have taken 
place in Manitoba as in the figures for Westtern Canada. 

@. There are really two questions. One is the level 
of farm income? 

A. Yes. 

@. And the other is the question of fluctua,tions? 

A. Yes, 
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Manitoba is doing rather better in that regard than the 
rest of Western Canada? 

A. We are a very modest Sroup of people in Manitoba, 
but I think under pressure I would have to admit that 
perhaps we are a little the best province in the west, yes. 

MR. O'DONNELL: Due to good government, I suppose. 

THE WITNESS: Can you work in something for the 
government on that? 

MR. EVANS: @Q. Well, I might, because I was 
intending to put to you a question as to fluctuations, that 
perhaps the fluctuations were not quite as abrupt and marked 
in Manitoba as in the rest of the western provinces. 

A. Well, I am afraid my modesty would have to come to 
my rescue again because if you go back to the years we 
quote, 1932 or 1933, you will find that the fluctuations 
were just as great here as in the other western provinces. 

Q. What I was going to Suggest to you was that the 
trend in Manitoba is to a greater diversification of 
industry to a greater degree than in the other western 
provinces, and therefore a more stable economy in the prov- 
ince. Would you agree with that? 

A. You might put it that way, but I would say no, 
that the diversification of Alberta particularly is now 
maybe even greater then ours. 

Q@. Since the oil discoveries, I suppose? 

A. Yes, and perhaps even before, because it has a wide 
range of diversification. 

Q. I have in mind that I have seen figures somewhere 
to indicate that the gross value of industrial production 


now exceeds agricultural production in the province? 
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Bao» think ¢hateis true, but in order to get that 
figure you have to take a iWo) reves i secondary agricultural 
production in with your industrial production, and it is 
@ question of just where you draw the line, 

Q. Whatever you take in, for comparative purposes you 
would take it in somewhere else, and I am merely asking 
whether that may be said to be true of the other western 
provinces. My impression is it would not be true. 

A. It would not be true, I think, as regards 
Saskatchewan, anyway. 

Q@. And that in itself would tend to stability, would 
it not, diversification of industry? 

A. A certain amount, yes. 

@. On page 15 you make a statement reading as follows: 

",..if the present relatively prosperous condi- 
tions were used as the basis for a scale of transpor- 
tation charges to be paid by Canadians at a level 
which they would find it impossible to continue to 

pay in the future." 

I want to ask one question about that. I gather you do not 
Suggest - although it is not clear from what you have pus. in 
the brief - that the basis for the scale of transportation 
charges is linked with the ability to pay of people in terms 
of their income, do you? 

A. I did not get your question, 

Q@. Do you suggest that the application of the railways 
for an increase in ffreight rates is made merely because of 
the ability to Pay of the people, as indicated from what 
you have here? 


£. We do not Sugg est that. In fact we suggest the 
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Opposite, but we say at the top of page 15 that some other 
people have been Suggesting that the present high 
level of income and the present relative prosperity are 
indicators that we can pay these higher freight rates. 

I am not sure of the source, but I believe that came from 
the railways. 

@. Perhaps I might suggest this to VOU wet ee radde 
wayS come along and ask for an increase because of increased 
costs. Then certain quarters have set up the defence that 
they have not the ability to pay, and then there is a 
counter suggestion that they have the ebilitycorpay, i 
Suggest to you however, that is a very different thing 
from Suggesting that rates are fixed on the basis of the 
prosperity of the people or the ability of the people to 
pay. I suggest that rather they are fixed on the cost of 
doing the business of transportation. Would you accept 
that? 

A, That is correct in general. We mention in our 
brief that they have to be sufficient to do that, but on 
the other hand we also Suggest in our brief that although 
costs have increased revenues have also increased for the 
railways. 

Q. I will come back to that at a later stage, if I 
may. On page 16 you speak of the result of the tariff 
policy being to direct traffic east and west in Canada, and 
at the middle of the page there is this sentence: 

"One result of that policy has been to guarantee 
the Canadian railways a volume of traffic which would 


not otherwise have been theirs." 
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I put it to you that if the condition of a north-south move- 
ment of traffic had existed from the beginning of time 
probably the form of the railways of Canada would have been 
different from what it is? 

A, I think that is correct. 

Q. You say that the result was to guarantees to the 
Canadian railways a volume of traffic which rather suggests 
to my mind that it was done to protect the a eWay s bie a 
Suggest to you that the railways developed in exactly the 
Same way that the traffic developed, and that the traffic 
has not been made to move to suit the railways. That is what 
I am Suggesting. 

A. We are not Suggesting it was Gone to protect the 
railways, but Simply that the fact is tnere and that is the 
result. We make it plain that we realize that 18 not <a 
matter that the Commission is expected to deal with at all, 

Q. I wanted to make it clear that perhaps that sen- 
tence might be misconstrued. That is the only reason that 
I troubled you about it. I should lite to turn now to a 
question to wh’ ch you referred a minute ago. On page 24 you 
make some comparisons taken from exhibits in the 20 per cent 
case; in that you show that the increase in revenues has been 
Slightly greater than the increase in expenditures since 
193s. I am wondering whether you had before you when you 
had that brief the evidence in the 20 per cent case, a great 
deal of which went to show that 1939 was an abnormally low 
year in many respects. Are you familiar with that ? 

A. No, Mr. Evans. I am Surre that you and the members 
of the Commission Will recognize the fact that I am not an 


expert on the accounting matter,. 


: =. ies ‘ 
yet S, LARS 6 OF 


i. 


be Ciencia & % wooly eens po) a 
dha s TAaptrviteed od ners ee five" au’ 
ode Ab ately 4) avoweiee arr te rarseaty 


| ap 3 dane vet 


eattos, BL: Pert xatt? mo 


oud cin Of) ehw <TR Ra ere ent an 
Lee RY re ah Sty Sear liow hp gee: 
ie Sr27 sitet ROY sefet cpap a OES | Sep oD a ca 
focen HL Seach ore) EVRA: ot eae ee, 
Wie Vee Kige tT OVeme. S Oe ag gees caw Sa 
a of van 6 Ahan dee tone math 


 Asleh 3 ames oT: Dnt 
-attdaoggne ash 


esecuninn dral” gth SM? aes 


at 2 iil 2 ws ARR e 
j ; aie 
¢- : Se Vl lies AR ones ve ey a ey aa oye , agar ies 
fos a = “e , at a “ er : i 


4 ; soi: Oey fo SP ela OE eae 
Me | sot oyyhe St cen Sea neg 550 esta 
ae i Bi if gt lis ht sea od Satere-2 ar ne i 
aOR? fee putter in @¢ ae St sot | 

“ot afeoiae yt 84 Side VoxOiieeemer Ae 
ets be wien copys ae ot erate ise 
Ro ly sain b- tS EREe eornp ke Ree ceil eal ; 
ia , Yaa a ory sc tt Weie eg, sant atk 
, Hy «neck ad grote SaPeses ei ie 
rf ; Mag wile - 5 rhea wid - mera. red 

vio Ab agama nad) Dated soit i € 

r apd ogee Ot safer sot ta pee 


ie if 


wi i , ; 
Atle seh iieey woh Sime 4 os pane Aue 


. 
fore 
% 


ei 
* 


a i Mr. Campbell, cr-ex, 


Q. But I think you will agree with me that if 1939 
was a low expense year, and a small amount of work was done 
in 1939, it would affect the validity of your comparison, 
would it not? 

A. Well, I am not familiar enough with the figures to 
give comparisons, but I am sure that Some of our technical 
men will be more than happy to ¢ebate that matter with you 
at some later time, , 

Q. I am not asking you to agree that 1939 was an 
abnormal year, but if it was an abnormally low year then 
the comparison would be affected? 

A, All relative matters phould be taken into account. 
I will grant you that. 

Qe) Then ol Suggest to you that tnis contention which 
you put forward on page 24 was gone into very fully by the 
Board of Transport Commissioners in both the 21 per cent 
case and in the 20 per cent.case. You know that to be the 
fact? 

A. I know that these figures were pretty carefully 
reviewed. I am also quite sure they will be again in this 
hearing, 

We, but 211.2) am Saying to you is that in the 21 per 
cent case at least they were gone into very fully and the 
contentions of Manitoba in that respect were not given 
effect to. You recall that? 

A, I remomber that they were not given effect to in 
Several regards. 
Mr. SHEPARD: I do not want to interrupt my 
learned friend. He has made the suggestion that the 


Manitoba contentions were not given, effect. to.i..In fact 
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they are still under consideration by the Board of Trans- 
port Commissioners, both as to the substantive hearing of 
the 20 per cent case and the review of the 21 per cent case, 

THE CHAIRMAN: That is a fact; seit? 

MR. EVANS: If I have not made myself clear, I 

Should have done so. I do not want to leave any erroneous 
impression, 

Qe I put it to you that in the 21 per cent case 
there was a substantial inquiry into this question, and 
that the Board wrote its judgment, and that judgment is now 
under review. I am not denying that, but when the Board 
wrote its judgment it was not given effect to after all the 
hearings. Then I suggest to you that again on the review 
of which Mr, Shepard Speaks, and in the 20 per cent case, 
that suggestion was made again by Manitoba, and it has not 
yet been accepted? 

A. Probably it will be this time. We are putting 
it up again. 

Q@. On page 25 you raise this issue in the following 
words: 

‘Thus, one of the issuea is a decision as to 
whether Canadians should pay higher freight rates in 
order to ensure to many categories of railwiy employees 
a level of wages higher than that paid for comparable 
work elsewhere throughout Canadn." 

Do you think that railway wages are too high? 

A. Well, we think what we say nere, that 10 is cone cf 
the important factors in the increased operating costs. 

Q. There is no doubt about that. 


A. That is right, and with all these factors under 
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review one as important as that one should be called to the 
attention of the Commission, and if they agree with what we 
State here, that in many categcries of railway employees a 
level of wages is paid that is higher than that paid for 

comparable work elsewhere throughout Canada, then we think 


that is a proper Subject for them to give consideration to. 
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98 Mr. Campbell, cr.ex 


Q. How would they give consideration to it? Would 
they suggest that railway freight rates be reduced and 
Somebody else absorb that increase in wages? 

A. I think I would leave that to the Commission. 

Q@. You have no Suggestion to make on it? 

A. I suggest it is a proper field for examination, 
inasmuch as it is a very important factor in increased 
costs. 

Q. My difficulty is that you say that one of the 
issues is: Whether Canadians Should pay higher freight 
rates? I gather your Suggestion must involve that 
freight rates must be fixed at a level which would not 
pay those higher wages. 

A. Our suggestion would involve all the factors which 
enter into the costs upon which the railways base their 
rates, 

Q. What would you do with it? Supposing the 
Commission agreed with you that the railway, rates were a 
little too high. 

A. That would be for the Commission to decide. 

Q. Do you say that the Canadian freight shipper should 
not pay that? 

A. That is right. 

Q. Somebody else would have to pay that. Who would 
pay that? 

A. Probably they would not be paid under those 
circumstances. 

Q. Is there anything that the railways could have done, 
in your mind, which would have prevented that increase in 


wages last year? 
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A. Do you think that is a Bubject we should go into? 

Q. Surely you must have Some idea. To reflect these 
things, you mustthink either that the railways were long 
in paying the increase, or some reason must exist for 
providing the railways with rates which would pay that 
increase. 

A. We take the view, as we mentioned here, that Pie 
Other important factors, they must all be considered as 
a unit and looked at by the body which is reviewing. 

@. Yes. Now then, if I might Summarize the suggestions 
which you make at page 25, I think, in the brief, and the 
items beginning on page el, it amounts to this: That the 
Submission of Manitoba is-first: the standard of service 
to be followed by the railways is to be laid down by 
Statute. That is in item Lee seh eWan Bret x page 22, beginning 
at the bottom of page 21. There you say: 

ae the standard of transportation services should 

not be one which is beyond the Capacity of the people 

of Canada to pay for." 

That would mean that Somebody would have to determine 
the standard ofservice, and I assume that would be one of 
the functions of the Board, and of the Statute, to determine 
the standard of service. 

A. Well, the Board, yes. 

Q. How would the ability of the people to pay be 
determined? Would the Board hold inquiries to determine 
the ability of the people to pay, and then fix the standard 
on that in the following year, that the railways should 
perform in the way of service. Is that your view? 


A. I would not think that would be necessary, Mr. Evans. 


Syone 255 see OF .g50% ONEP vee SR 4 1 soa 
ftan a teh? “eaees Kalis TSOM NOR 


: =q S * é. gr lieaA 
sated SRO gosagy Be AO seguro, wh? : 


Pt tp Santina eras | 
i wpa Diugy Popa RSs why eyewl ten es? pate 7 
ee em 
: abe aH ets) Fem Neo stole) Jsagsgie 4S 
hee : VO Ae fh 244 ¥bed aed yd Te meet AEs eee &. 


‘iain te el stom -Aey af 


Ss Aas aie rept ot ange oa olem weg Moby 
We poe .Fertd ene fe anh Lash SES * 1G eee a 
erp fect tetee of = pane! TE [oS 4gay 26 yaheniged amet 
‘fu beh EEE H es ae i 4 is 
; Tt i “ip oe ee ¢ rT & 
= Lan oS 20 DIBeRS ahs eRe ee vs, SHOT kee 29 foteg ime fr 
op raag ace’ eee ei tee 
$ 4 ok i & if wr) put zn} ? Vv os ae : fear 7 its ' ¥a bowel Lot ed oF 


ial 
aana J ceed I yh -aett ates te2 od at 


wag? £5 ogaqg te, sotiod sag te: 


7 ‘r ~ gigi 4 #3 Lr » Oa Pe - 
ie t ae 90 Sg eS F un ano EE ees, < a Lei, ier S = i A y 
kee AG ie » oe) we he® ar rh * Ly eae as 


kt. bios Bh Baa eae Se. on 


. i ¥ 
! Lott Sa. eS Vio ke des: ae 
cs ne ie pci oi 
' «0% veo. OF Bhan? 3a 
he ae, na ey 
+ 
4 ~ a ' i te rhe P nk yee e i. fe ¥i wo ow ne P 
pF Soe L464 fa3ohr ate pe AMR MEO G 18 fins FLaS nh de ? | 


bits. .a5.veeeno Pas Sooy a 


‘y¢ , : Liaw - thd 3 i 
bo eG 2. DANCW. OSs Eee IS. che lies, 
i: Sia pee Pie Soar 4° r 


7 ® = &-», ) a 
gatwrsieh of .SpyIRte oft tO Qe Gece Sr ae epottont 


DRE RI LB beugisds 


a. tu4,. bier | a 
Bas  Senod: oat ilar: 


rah j nd od o4 + hf Belo 2 srt. ‘= s& 
Hm. BGR OO Sinz 20; Me humaine, oes DAN CR: WOE > 
he : - fl er Bay Pas " = P<) ; i“ 
La ah. ot 2atethene bLOH bese er Boyer - Thertiom 
ae eek ies Cog Sateen sad cs 
“nats Ge dag Stselqser sie to Raee 
A ey Sie a ee Re SE Sd OF SR AREA, Soe ne, GT LACES 
. LUOte. Syawh lad oe; Vee «Re eee cot, ool: ret: Jaci 
: eae = ee od ’ 
f 
- all " ¥ é 4 +e9s> . aa : S 
LY EI ORE. ee SO RETSay Ta Wes: BE THE 
: wrth ay Ae . fy oy 7 


° ’ ad 
oe 4 howthes 
i Phe Re ; 


HH 


aN Mr. Campbell, cr. ex. 


Our whole point is that the railway rates Should not be 
bwilterup toka height that the Shippers of Canada cannot 
afford to pay. 

Qensin effect, generally, what you mean to Say is: 
that there is 4 danger that the railways themselves will 
provide too extravagant a service in terms Of the ability 
to pay, and that Somebody should lay down in a statute 
the means by which an appropriate Standard of service 
Should be set Up. 

AS “Not necessarily in a Statute; but the Statute should 
Sive authority to the Board to do that thing, yes. 

Q. And I take it there would be authority resting on 
the Board to inquire from time to time into the ability 
of the people to stand Cia. 

A. We suggest that they should have the Statistical 
and other services which are necessary to perform all their 
functions; and I think they would keep that point inmind 
as well. 

Q. Then your next Suggestion is that the standard of 
maintenance should be laid down by statute, and Similarly, I 
Suppose, the Board or the statute would lay down the things 
that were to be done, or tobe treated as normal maintenance, 
andthose things which, beyond that, should not be done as a 
maintenance charge. 

A. The level of maintenance generally and the amount 
that could be charged to that. 

Q. So that management would have no control really over 
the amount that it was to spend on maintenance. Management 


Operating a road might feel certain things should be done. 
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A. Ido not think it would be carried to that 
extreme, likely. But if management were inclined to put 
in. some figures which appeared to be pretty excessive for 
maintenance for a certain year, the Board would have 
authority. 

Q@. That would be a little different from setting it 
out in-a statute, 

A. Our suggestion is that the authority should be 
given in the statute. I think we say definitely that we 
do not think that the Statute should go into all the 
details of these things. 

QyeNow. L-quite agree, not all the details. But at 
least the statute would set the standard, something to guide 
the Board. 

A. You would have to set it out in pretty complete 
detail, or give corresponding authority to the Board. 

Q@. So with regard to these two items you still further 
abridge the authority of Management over its expenditures, 

A. peace 

Ont both with respect to standard of service and 
Standard of maintenance. 

ee tYes . 

Q. At page 23 you state further, dealing with these 
questions, that these matters should not be left entirely 
in the hands of the railways and their officials; and then 


On page 25 you make this statement: 


"It is self-evident that the rate structure so established 


Should be such as to provide the necessary funds to 
allow the railways to cover the expenses which have been 
found necessary in accordance with the principles laid 
down in considering the points to which I have just 
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Mr. Campbell, cr. ex 


That is to say that the railway rates should never 
permit the railways to keep more to charge to expenses 
than is prescribed according to the standard of service, 
the prescribed standard of service and the prescribed 
Standard of maintenance. Do I correctly interpret you? 

A. I do not know if that follows exactly. They might 
get some mgre. They might get some reserves. 

Q. Yes. Then the other thing would be; if railway 
wages were too high; and, as you told me before, railway 
rates should not be high enough to pay the wages that were 
to high, thus somebody other than railway maniaagement would 
also have to deal with the service, or you have got a 
Standard of service, a standard of maintenance, wages, and 
labor conditions really out of the control of management, 
in your picture. 

A. I do not think that follows. 

Q. You do not go that far? 


A. Ido not think it would be necessary to go that far. 


Q. You do not think it is a necessary incident of your 


Suggestion? 

Mee. Iedovnot think at necessarily follows from our 
Suggestion. 

Q. Frankly I was interested in knowing how we could 
Carry on under those conditions. 

A. You have got along pretty well under considerable 
Supervision already. 

Q@.- Are you Suggesting there should be a change? 

A. What has worked very well up to date would Simply 
be strengthened and brought into conformity with present 


conditions. 
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@. In respect to Specific standards of Service and 
Standards of maintenance and wages. 

A. And other factors. 

Q. You have said that the railways have done very 
well, but their Management should still have less and less 
power in this respect to control their operations. 

A. The management would continue to have the power 
and the responsibility, subject always to these matters 
which affect the pubiliier 

@. At page 26 you speak about the average level of 
wages in Western Canada exceeding the average level of 
wages in Eastern Canada. Now I want to put to you some 
figures which appear in exhibit 107 in the Mountain 
Differential Case before the Board; and I suggest to you 
that, excluding grain and Brain wproduc tsa-weae 

THE CHAIRMAN: What exhibit is that? 

MR. EVANS: Exhibit 107, Mr. Chairman. 

THE CHAIRMAN: Exhibit 107 in what case? 

MR. EVANS: In the Mountain Differential Case before 
the Board which was argued this winter. 

MK.cEVANS: §Q. 91 Suggest to you, Mr. Campbell, that 
in the twelve months, according to thatexhibit, ending 
September 30, 1948, ana excluding grain and grain products, 
the average revenue per ton mile, in the prairie region, 
was 1.18 cents; in the Eastern region, 1.4 cents; and all 
lines including the Pacific region, 1.31 cents. Have you 
any reason to doubt that? 

A. I do not think it has any bearing on this particular 
item, Mr, Evans, because we make it very plain there that 


we are referring to the over-all average level of rates and 
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not to particular commodities. 

Q. I am not either. JI am talking about average earnings 
per ton mile in the prairie region, according to this 
exhibit for the twelve months ending September 30, 1948; 
that they were 1.18 cents per ton mile, and in the Eastem 
region 1.4 cents; and the national average, that is, the 
Canadian average for the Canadian Pacific was 1.31 cents. 

MR. SHEPARD: I think, Mr, Chairman, our friend is 
Pelerring to average earnings per ton mile, while our item 
( refers to the average level of rates. 

THE CHAIRMAN: The difference between rates and 
earnings is what must be borne in mind. You are referring 
to earnings, Mr. Evans. 

MR. EVANS: I am rererring to earnings per ton mile 
for the prairie region, 1.18 cents per ton mile. 

THE CHAIRMAN: 1.18 cents. 

MR. EVANS: And for the Eastern ‘regioni-) ~-< 

THE CHAIRMAN: That is for the prairies; and for the 
East it is what? 

MR. EVANS: 1.4 cents. If you would like to have the 
Pacific region, it is 1.35 cents, and all lines of the 
Canadian rac tie, 1.31. cents. 

MR. SHEPARD: Mp, Chairman, I have not got that exhibit 
before me, but I take it that that figure excludes grain 
rates. 

MR. EVANS: Yes. 

THE CHAIRMAN: Oh! This does not include grain rates. 

MR. EVANS: No. 

THE CHAIRMAN: You are talking of earnings and not rates. 


MR. EVANS: Earnings per ton mile. 
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THE CHAIRMAN: This does not include earnings on the 
transportation of Srain. 

MR. EVANS: Exactly. But I can give it to you including 
grain, if the Commission desires it. In the same period 
the earnings per ton mile including grain - this 12 noe 
included in the exhibit, but I would be glad to Satisfy my 
friend as to the authenticity - in the prairie region is 
-92 cents, per ton mile; and in the Eastern region, 1401 
cents per ton mile; and all lines, 1.08 cents per ton mile. 

THE CHAIRMAN: What is the last figure for all lines? 

MR. EVANS: All lines, 1.08 cents per ton mile, 

MR. SHEPARD: I was going to suggest, Mr. Chairman, that 
it might be interesting to have Mr. Evans Bive us at the 
fame time the net figures. These are Sross figures. 

MR. EVANS: I should be glad to, but I have not got them 
here, 

THE CHAIRMAN: Mr. Evans is talking about figures that 
are to be found in a certain exhibit which is filed before 
the Board. 

MR. EVANS: Yes, Mr. Chairman. 

THE CHAIRMAN: And that exhibit does not contain the net 
figures, does it? 

MR. EVANS: I do not think it does. No, that igs gross 
earnings. There are other exhibits in the freight rate 
cases, 

THE @HAIRMAN: But for the moment you are talking only 
of this particular exhibit. 

MR. SHEPARD. That is quite all right, Mr. Chairman, I 


did not mean to interrupt. 
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MR. EVANS: I am sorry to take up so much time, Mr. 
Chairman, but I am nearly through. 

MR. EVANS: Q. Then on page 28, Mr. Premier, might I 
ask you with regard to your statement: 

"It is our belief that a Substantial number of 

competitive rates, agreed charges and other 

Special rates, have been allowed to continue in 

effect. notwithstanding the fact that in some cases 

they were initiated without due regard to, all the 
circumstances and the fact that in other cases the 
original circumstances such as competition, operating 
costs, or the needs of national development may now 
be materially altered." 
Have you anything particularly in mind there because if 
you do, I would be glad to know of it. 

A. I am informed by our people who are more familiar 
with the details than I am that there are such cases, Mr, 
Evans, and our point is that we think those should be 
corrected before areas such as ours which, we think, are 
providing Satisfactory revenue for the service performed, 
Should be raised. 

Q. I wondered if you had anything in mind particularly. 

A. We mentioned one particularly here, and a little 
ater on. 

Q. But in regard to that paragraph, you have not any 
Specific ones in mind? 

A. I think we mentioned a specific one, did we not? 

“+ I would be glad if you would tell me what it is. 

A. You would have to get the details of any of these 


technical matters from our technical staff, Mr. Evans. 
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Q. There is a statement on page 29 which I thought 
you might like to clear up: 

"We strongly object to the practice which has been 

followed by the railways in their arbitrary handling 

of rates such as those on farm machinery, seed grain, 

and pure-bred livestock, in which rates were raised 

without public hearing and without opportunity for 

those who would be called upon to pay the higher rates 

to state their point of view to a public body." 

I would like to take you through those three rates Just 
briefly, and I Suggest to you that with regard to the point 
about machinery rates, that not only were those concerned 
gven notice of the intention of the railways, but that the 
Board, upon representations of the parties, actually 
Suspended the increase. 

THE CHAIRMAN: Actually suspended what? 

MR. EVANS: Actually Suspended the increase, Mr. Chairman. 

MR. EVANS: Q. Are you awareof that, Mr. Premier? 

A. I think that is probably correct, but the fact is 
that these notices that you speak of are sent out to people 
in the ordinary course of events, people who are not familiar 
with freight tariffs and that sort of thing. 

Such notices are very apt to escape their attention, or, 
if they do not escap6 their attention it is difficult for 
the average man - and I am sure all lay people will agree 
with this - to read tariffs, and they are not aware of the 
implications of such notices. 

If some public body, or somebody, had not intervened 
then those particular rates as I understand it, would have 


Bone into effect. 
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THE CHAIRMAN: Yoy Say that certain rates or the 
increase of certain rates had been suspended. Are you 
referring to farm machinery? 

MR. EVANS: I am Speaking of farm machinery, Mr. 
Chairman. I shall deal with the others later. It is in 
regard to these three things: that it ae alleged that the 
rates were raised without public hearings or an 
Opportunity to be heard. And I am suggesting that in fact 
notice was given. 

MR, EVANS: °@. 1 am informed, Mr. Premier, that in the 
case of farm machinery, copies of the new tariff supplement 
were sent to a lot of the traffic people in industry and to 
the Manufacturers Association a month befor it was to come 
into effect, 

A. I think that is probably the general practice, but, 
as I mentioned before, the general public are .60r li tele 
acquainted with these tariff forms that they do not appreciate 
the implications; they are not familiar with the schedules. 
Quite frankly, I think they are a little too difficult for 
mose people to be able to figure them out. And our point 
is that instead of the railways having the Opportunity - and 
arbitrarily is the word we use - to raise themin that manner 
by default, as it were, because interested people do not 
recognize the effect of them, instead of that being done 
we suggest that they should have to secure the approval of 
apublic body before that is done. 

Q. Yes. But what I am really speaking to is: That 
you are suggesting that this was arbitrary, and was without 
public hearing and without an Opportunity for those who 
would be called upon to pay the higher rates to state their 


point of view. 
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I suggest to you that that is not true, and that the 
people who were best able to understand the rates were 
the traffic people and industry. 

A. Yes, but the ones upon whom the burden of the 
cost of the farm machinery must fall are not industry that 
manufactures that machinery. The industry just adds it 
on. Industry is not as interested as the farmer who has 
to pay it. The farmer pays it yet the farmer does not get 
an opportunity to protest in time about a thing like that. 
because he is not familiar with it and he never sees these 
notices you speak of. 

Q. Is there not a co-operative machinery company 
here in Manitoba? 

nee That is right; 

Q. They are very directly interested, are they not? 

A. AS a matter of fact, I am not sure of the facts 
in this connection. I think perhaps they were the ones 
who took the action you mentioned. 

THE CHAIRMAN: We shall adjourn now, Mr. Evans, until 


ee. 


> + + At one o'clock the Commission adjourned. 
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Winnipeg, Manitoba, 


June 1, 1949 
AFTERNOON SESSION 
e--OW resuming ate285 pm): 
HON. DOUGLAS L. CAMPBELL, recalled. 


Examination continued by Mr. Evans: 

Q At the adjournment, Mr. Premier, I was talking 
about the portion of the bricf at page 29 where the 
Suggestion was made about apbitrary handling of itine aeee 
in rates on farm machinery, seed grain and pure bred live- 
stock, and I had discussed with you for a moment the 
notice given in respect of tthe increase on farm machinery. 
I should like to ask you a few questions about the other 
two commodities, seed grain and pure bred livestock. I 
Suggest to you that in the case of livestock the 
Canadian Freight Association advised approximately 
thirty-five breeders! associations, as well as boards 
of trade and other people, on March 2a, -LONO LSoreths 
intention to let the livestock rates, the depressed rates, 
expire on May 15, 1949. Have you heard of that 

oe Yes, I think perhaps I had heard of that, Mr. 
Evans, but I am not as familiar with it as with the 
other matter. there again, it is one of those things 
where it is very difficult for the people on whom the 
increased rates actually fall to be familiar with the 
Situation, or, even if they are, to make any effective 


appeal against it. 
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Q. You would not think that the breeders! associa- 
tions would be unable to appreciate the effect of a notice 
of that kind, would you 

A. No, not the breeders! associations themselves, 
but it is questionable -- they would certainly be aware 
of the implications of higher rates on pure bred livestokk 
being shipped, but it is questionable whether they would 
be sufficiently familiar with the tariff itself to just 
Grasp the full implications of the change that was being 
made. 

Q. My suggestion to you, Mr. Premier, would be that 
they would be pretty well aware of anyrerrect: ofmeuch:.s 
tariff if they were notified that an existing depressed 
tariff was to be cancelled, wouldn't they? 

Hie I hope they are, I hope they are; even if they 
are, I doubt if there is anything effective that they 
can say to prevent it. AS,@ matter. of) fact,<I.am.not 
too familiar with tits,ebut Lvameot. the Opinion, thet. f 
you send out your notices to that efrect then you just 
gO ahead and put in the new rate without their being 
able to prevent the old one running on. 

Q. Are you not aware of the provisions by which 
anyone may write to the Board and complain about such 


action? 
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Yess 
Q. So it would hardly be fair, I think, to say 
that there is no opportunity to be heard in a case of 


that kind? 
A. Well, it is fair, to the extent that if they 
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are not well enough acquainted with the situation to take 
advantage of that opportunity, and do not in fact take 
advantage of the Opportunity, that is the fact. 

Q. If the breeders! associations in the ease of 
livestock are not aware of it, it is hardly likely anyone 
else would be, is it -- of the implications: 

A. Even ~ they are not the people who actually 
Ship the livestock. 

Q. Well, is it not so that the very thing of which 
you speak is the function of the Board of Transport 
Commissioners, to hear complaints from anybody who really 
may not have a complaint but who may feel that they want 
the thing looked at and considered? 

N. Probably one of their functions, but the 
point is, I think, that they have not been Goines a ttok 
their own accord, and we complain about the type of 
notice that is given, because it consists of Sending out 
these very intricate tariff Schedules or whatever they are, 
and then unless the people take some action the change 
just goes through as a matter of course. Now, our point 
is that that procedure should be changed, and legislation 
Should be set up to require the railway companies to 
obtain the endorsement of the Board before they make the 
changes, and the Board in turn give an opportunity to 
the people affected to make representations. 

2. Well, really what I am concerning myself with 
at the moment is that the statement rather, I Suggest, 


leaves an inference that Somebody is being deprived of 


& right to be heard, and I did not want that inference 
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to be left. Perhaps you would like to qualify that now? 
BA. No, I think I would like to endorse it, because 
20uually,.as I remember, in the case of farm machinery -- 
I am not as familiar with the other two -- my remembrance 
is that the railways Just sent out -- I don't know to whom, 
but sent out to somebody with whom they had been dealing 
tariff schedules or something of that description, with 
the indication that these rates were going to be raised, 
and that that was done arbitrarily, and if it haa not 
just happened in that case that there was a group that 
Caught onto the implication and protested 26a neu. th. 
those rates would have Gone in without the people most 
affected having any opportunity to protest aBainstiett. 
Q. Well, after they go into effect it is not too 
Have, 15 it 
A. After they go into effect? 
ale Yes. 
THE CHAIRMAN: What is your question? 
MR. EVANS: 9. After the rates go into effect 
tres. not too. late.to. make a protest, is it, Mr. Premier? 
A. I am not familiar with the procedure all the 
way through, but I would think that, the end having been 
accomplished, it would prejudice their case to some extent. 
THE CHAIRMAN: Mr. Evans, would you mind telling 
me what notice is given of an intention to increase rates? 
MR. EVANS: Well, it varies, but in thevessc 
I mentioned, in the case of farm machinery, my instruc- 
tions are that copies of the tariff were sent a month 


in advance of its effective date to the traffic managers 
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of various industries and also to manufacturers! associa- 
Gions. There is a Sroup of individuals who received 
notices of such cases, and they are widespread throughout 
the country. 

THE CHAIRMAN: Well. is that by an order of the 
Transport Board that these things are done 

MR. EVANS: Well, whether it is an order or 
regulation of the Board, I do know this, that there has to 
be thirty days' notice given by the filing ana publishing 
of the tariff, and it cannot become effective -- 

THE CHAIRMAN: Ma line with ithe Board, do you 
mean’ 

MR. EVANS: Yes. 

THE CHAIRMAN: Then is any notice given, for 
instance, in the press 

MR. EVANS: Not to my knowledge, but copies of 
the tariff are usually sent to interested organizations, 
groups, boards of trade, manufacturers! associations, 
members of the industries, and traffic managers of the 
industries involved; and that was done, as I am instructed, 
in the farm machinery case. But in the seed grain case, 
I have here a letter which my instructions indicate was 
Sent not only to the usual group of individuals,but sent 
to the Deputy Minister of Agriculture for Manitoba, 
boards of trade, and some thirty-five breeders' associa- 
tions and others. 

Q. IT was going to put this as my next question, 

whether you, sir, were aware of this letter having been 


Sent and a copy of that having gone to the Deputy Minister 


of Agriculture? 
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es Well, I know that those notices are sent. in 
that way, but the point is that it is a Schedule. of the 
tariff, you see, and to us laymen it is a very involved 
document. 

Q. May I read you a paragraph of the letter, and 
then perhaps we can see how involved it is? 

An I did not mean the letter. 

Q. All we are concerned with is, do the proper 
people receive notice, effective notice, of what is going 
to take place: 

THE CHAIRMAN: Would you tell me right now, 
then, what are they entitled to do upon receiving notice? 

MR. EVANS: They then can complain to the Board 
Or complain to the railways and have their representations 
discussed before the Preient Trafric Association of the 
rarlways,or,if they cannot get relief there, before the 
Board, and I know --- 

THE CHAIRMAN: Then there would be a public 
hearing in that case. 

MR. EVANS: Then there would be a public hearing 
if they wanted one. The Board then calls on the railways 
to explain what the DOSsSition is. 

THE CHAIRMAN: In the meantime is the increase 
effective or is it in abeyance? 

MR. EVANS: Well, in some cases, if the complaint 
Can be dealt with before the tariff becomes CLIective nt? 
Can be disposed of in advance; in other cases the Board 
Suspends the tariff pending a hearing. That has been done; 
that was done, in fact, in the farm machinery case. In 


other cases the rate goes into effect, and maybe the 
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complaint comes along at a later date, the Board sets Lt 
down for hearing, and in some Cases upholds the complaint 
and orders a withdrawal of the tariff. But; as I am 
Suggesting to the Premier, there is ample Opportunity to 
be heard, and my feeling was that perhaps it was a little 
unfair to suggest that somebody had been deprived of an 
Opportunity. 

THE WITNESS: They are simply deprived of the 
opportunity by degrgult -- we Will admit that, Mr. Evans -- 
but there is the facta thats the layman is not familiar with 
these tariff Schedules, and they are all that he Sees in 
that connection, just the changes being made in this 
carat tT. IVrisenot=the effective procedure that we would 
Suggest for a thing as important as this, because the 
farmer back on the land is the man who pays Torsatjeend he 
gets no opportunity to make a protest. We would like to 
See the procedure Changed so that any increase in rates 
could only be put into etfect after authority had been 
Obtained from this Board, and the Board in turn institute 
the procedure that it would have a public hearing of those 
who are interested. 

MR. EVANS: 9. Now may I return to the poincy 
as to whether the people who are notified have brought to 
their attention clearly what is being done. You speak of 
the involved tariff. Now, I should like to read this 
letter to you and then ask you to Say fairly whether you 
think that that criticism could be made in respect of 
this letter. This is a letter which was written by the 
Canadian Freight Association, dated March 23, 1949, and 


it deals with the livestock rates: 
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"The tariffs issued by individual carriers, 
also Canadian Freight Association (Western Lines) 
Tariff No. 183-C, make Special provision for reduced 
rates and regulations with respect to the movement 
of Pedigreed Live Stock for Breeding Purposes between 
points in Canada. 
"Canadian carriers have: found 1% necessary to 
examine all rates of a subnormal nature with a view 
of improving their revenue position, and review of 
the revenue derived on this traffic has shown that 
the reduced basis is not compensatory for the ser- 
vice involved. 
"The subject has been given very careful study, 
and would advise that the provision of the reduced 
rates and special arrangements will be cancelled, 
effective May 15th, 19409, allowing rates and 
regulations as published and applicable on the 
movement of ordinary Live Stock to apply. 
"This advice is furnished for your information, 
and in your review of the subject, I trust you will 
appreciate the position the carriers have taken in 
the matter." 
Now, would it not be fair if I Suggested to you that 
that letter leaves no doubt in anybody's mind what the 
implications of the proposed action would be? 

A. I think that letter to the people it reaches 
is a clear indication of what is to be done. I, don's 
know whether I should suggest to you, Mr. Evans, that 


probably that procedure has been edopted since we have 


ho = Mr. Campbell 


been protesting so definitely against the other procedure; 
has it? 


Q. Well, I don't know. 


BR. I don't know either; I am Just wondering. 


(Page 120 follows) 
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Q. I think it most unlikely. 
A. I would think it very probable. 
Q. I would be pleased to be furnished with proof of 


A. I would be very glad if you could disprove it, 

Q. My information from my people is, I may say, that 
is quite a usual procedure, 

A. I would say from my memory of the change on farm 
machinery that no letters as definite as that came out, at 
seas5t not one that I got. 

COMMISSIONER INNIS: Is it true that notice is 
given through advertisement in the newspapers? 

MR. EVANS: Not to my knowledge. 

COMMISSIONER INNIS: It is merely sent out to 
representative groups? 

MR. EVANS: Representative groups of shippers, 

Q@. Perhaps I should also point out to you, Mm, Premier, 
that with regard to the seed grain so far as I know t'1st 
practice was not followed, but I suggest to you that among 
others Mr. Moffatt and Mr. Stimson of your staff were aware 
of the intention not to review the seed grain rates some 
months before the movement of Seed grain normally took 
place? 

A. That is right. That is one of the advantages - it 
is good that there are Some - of these freight rate hearings 
that have been going on. We have all been made a little 
more aware of the procedure. In the old days even govern- 
mental departments as competent as those are - they have 
not maintained traffic experts as a rule - were not very 


familiar with this procedure. 
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Q. It just so happens that in the three cases you 
mentioned there seems to have been considerable advance 
notice given, and I am wondering whether you would like to 
qualify your suggestion that the handling of these cases 
was arbitrary, and without an ooportunity for those who 
might be interested? 

A. I think the procedure adopted in the first case 
had all the qualifications of arbitrariness. They were 
Just going to put it in. 

THE CHAIRMAN: Q. Had all the qualifications of 
what? : 

A, Arbitrariness; they were arbitrary, 

MR. EVANS: Thank you. 

THE CHAIRMAN: Does anyone else wish to ask ques- 
tions? 

MR. “tDONNELL: I might say, Mr. Chairman, and 
members of the Commission, that I hac considered the possi- 
bility of asking the Premier Some questions, but as he 
very frankly stated at the outse+ of nis statement, and as 
counsel for the Province of Manitoba nas said, the intention 
is that experts who can Substantiate the statements in so 
far as they are able so to do, are to be called. In the 
circumstances, the Premier having very frankly said that 
he is not an expert in such matters, I think I will defer 
any questions which I might otherwise have addressed to 
him until the experts come forward at a later date. I 
Would, however, Say at this point, Mr. Chairman ana members 
of the Commission, that there are Sore statements in the 
brief with which the Canadian National Railways possibly 


will not quarrel at all. We may be in agreement. There 
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are possibly others with respect to which we are indifferent. 
[t might be that the matter might be handled one way or 
another. There are other statements upon which it may be 
necessary to take a position and to challenge them in so far 
#8 possible. I will defer all that until the experts of 

the province of Manitoba, who will be produced in due 

course, come forward. 

THE WITNESS: I am sure you will find our technical 
men much more useful to you than I am begause they are 
quite familiar with the details, and I am not. 

THE CHAIRMAN: Mr, Covert, do you wish to ask 
any questions? 

MR. COVERT: Mr. Chairman and Commissioners, I 
have felt from the beginning that this presentation was 
mone OF Less in the nature of an opening address to the 
jury indicating what he was going to prove, and that that 
was to be done by experts. Consequently I would also 
reserve any questiors. until we have a chance to examine 
the experts. 

On behalf of the Commission, I think it might be 
advisaxle to suggest at this time that we would like to 
receive suggestions. For example, statements are made 
that certain things should be done, and I think that the 
Commission would appreciate it very much if the government 
of Manitoba, in presenting their case, would make sugges- 
pions. “If they think that changes should be made, I think 
it would be very helpful to the Commission if they would 
offer suggestions. There are such things as cases of lack 
Of notice. We would like examples of that, and suggestions 


aS to what should be done to remedy the situation which 
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exists now. That is abl Lenaye te Say, unless there are 
Some Specific matters the Commissioners wish me to deal 
with, 

THE CHAIRMAN: Are we to hear any more from the 
Province of Manitoba or is Somebody else coming forward? 

MR. SHEPARD: That is all from the Province of 
Manitoba, 

THE CHAIRMAN: Thank you, Premier Campbell. 

MR. COVERT: I believe the next submission is that 
of the Winnipeg Chamber of Commerce, I understand that Mr, 


Fillmore is presenting the case. 


W. P. FILLMORE, K, C.,Called 
ee De Galt eR 


THE WITNESS: Mr. Chairman and gentlemen: I appear 
on behalf of the city of Winnipeg as well as the Winnipeg 
Chamber of Commerce. It is not necessary for me on their 
behalf to extend any words of welcome. If YOu are not con 
vinced now I probably could not convince you, 

The Winnipeg Chamber of Commerce and the CACY Or. 
Winnipeg have always appeared at freight rate enquiries and 
taken an active interest in the enquiries held by the Boara 
of Transport Commissioners. Ags Winnipeg is not situate on 
any navigable water, its natural products go east by rail, 
or to the head of the lakes, for consumption in Canada or 
export, and manufactured products which are used or consumed 
in Manitoba come from the east mainly by rail, some by lake 
and rail, 

Freight rates, therefore, are a matter of great impor- 


tance to the producers and consumers in Manitoba. They are 
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a matter of particular importance to manufacturers and 
distributors who are located in Winnipeg and district or 
other points in Manitoba, This brief is presented mainly 
on behalf of distributors and manufacturers carrying on 
business in Winnipeg and district, 

It is submitted that Winnipeg should have any advan- 
bags which accrues to it by virtue of its Seographical loca- 
tion and it should not be penalized by freight rate conces- 
Sions being made to distributors or industries in the central 
provinces. 

TRANSCONTINENTAL RATES 

The freight rates on many articles are about the same 
or not much greater from the central provinces to the west 
coast than they are to Winnipeg. Thers is a schedule 
attached but I will not bother to read it. 

In the past it has been contended that these rates are 
Justified in order to meet traffic coring through the Panama 
Canal which originates on the east coast of Canada, or the 
United States, or in Europe. We submit, however, that this 
Subject should be investigated from two points of view: 
first, in order to ascertain to what extent and on what 
articles the competition actually exists; and, secondly, 
from the point of view of considering whether even if the 
Competition does exist, railroads should be permitted to 
carry goods at less than the eost of service, 

PRAIRIE COSTS LOW 

The position taken by Manitoba and by the City of 
Winnipeg and the Winnipeg Chamber of Commerce in previous 
appearances before the Board of Transport Commissioners is 


that the Prairie Provinces by virtue of their topography and 
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the nature of the bPabiio., sow operating costs and low 
capital cost of construction, should enjoy freight rates 
Which are related to these factors. 

In support of this position in the case known as 
the 21 per cent case before the Board of Transport Com- 
missioners, the Canadian Pacific Railway at the request 


of the Provinces, filed Exhibit Noy 131) 


I should add there a reference to Exhibit 340. That 
is a restatement of Exhibit 131. It was prepared by the 
accountant for Manitoba and filed as Exhibit BO aE 
think that Exhibit 340, together with the other exhibit, 
indicates that over the period ending in 1946, the 
Canadian Pacific Railway secured a net mark-up over cost 
Pf Operating of roughly 25 cents for every dolar 
expended west of Fort William, whereas east of Fort 
William it secured only 123 cents. 

Since competitive forms or transportation in eastern 
Canada have become less Severe owing to increases in 
their rates - we refer there, of course, to truck rates 

the railway 
betng increased -/of their own volition have raised their 
competitive rates 15 per cent, in addition to the over- 
all increase of 21 per cent, so that competitive rates in 
eastern Canada are now some 40 per cent over those of 
1946. Thus, Exhibit 94, in the mountain differential 
case showed that for every dollar spent in the year 
ended October 31, 1948, the Canadian Pacific Railway had 
@ mark-up in eastern Canada of 8 cents, in the Prairies 
of 9.5 cents, and in British Columbia of 5.6 cents. 

Large amounts of public money have been spent in the 


bast by the Dominion Government on canals, and the 
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maintaining of Same, which has reacted to the substantial 
benefit of the Shippers in eastern Canada, not only in 
lower rates by traffic uSing these canals, but in the 
compelling of lower rates by rail to meet this competi- 
tion. This, it is contended, is an advantage enjoyed by 
eastern shippers and the public Senerally at the expense 
of the Prairie Provinces. 

LONG HAUI RATES FROM Fast TO WEST 

As between Winnipeg and other distributing points 
in Western Canada, we would like to point out that 
although Winnipeg distributors enjoy the benefit of the 
So-called assumed mileage between Fort William and 
Winnipeg to a Slightly greater extent than points west, 
on the other hand when the tapering of rates is taken 
into account, it will be Seen that the rate per ton mile 
between Winnipeg and Fort William is higher than the rate 
between Fort William and points in Alberta. The rail 
rates from the central provinces to Winnipeg are not out 
of line with the rates from the central provinces to 
Edmonton on a ton mile basis. 

In this connection it is not out of place to point 
out that the territory between Sudbury and Fort William 
Commonly known as the "bridge" between eastern and west- 
ern C nada, operates at a low cost by virtue of the volume 
of east-west traffic, but on the other hand produces very 
little originating freight. In the economic systems of 
both railways this territory is included in the eastern 
division. The constructive mileage between Winnipeg and 
Port William is in effect a recognition of the fact that 


much of the traffic between eastern Canada and Winnipeg 
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moves over this low cost "bridge" territory. On the 
Subject of this constructive or assumed mileage between 
Winnipeg and Fort William, I shoulda like to direct the 
attention of the Board to the brief I read on behalf of 
the city of Winnipeg and the Winnipeg Chamber of Commerce 
in the 21 per cent case. The brief is dated the end July, 
1947. At page 4 ana following we go into the history of 
the Fort William assumea mileage and set out at some length 
our reasons for Suggesting that it should be retained, 

THE CHAIRMAN: What date? 

THE WITNESS: The brief is dated the ond July, 
1947, and was filed in the first case. I have not the 
exhibit number, but they have copies there, anc we have 
further copies. 

WAGES 
It is further submitted tha: Som- consideration 

Should be given by the Commission to wages paid te railway 
employees. They enjoy the best rates of pay of any com- 
parable classification of labour in Canada. Thies differ- 
ential has always existed but has been materially increased 
by the recent 17 cents per hour wage iward given to all 
employees of the railways, unionized and non-unionized, 
By virtue of this award every employe? on a monthly basis, 
Was raised $35 per month, and others in proportion. This 
17 cents per hour inerease cost the Canadian Pacific Rail« 
way Company $22,500,000 from March 1, 1948 to December aa 
1948, and the Canadian National Railways $33,000,000 for 
the same period. The pending application of the railways 
for a further increase in freight rates is based mainly on 


increaced cost of labour, 
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Attached hereto is a Schedule showing wages paid 
by the Canadian National Railways in the year 1948, and 
also a schedule Showing wages paid in industries across 
Canada, according to the latest figures published in the 
Labour Gazette, vol. 49, No. 3, March, 1949. The railway 
wages are substantially higher and demands are now being 
made for further increases. If it is true, as the railways 
Claim, that they are not operating at a profit, you ean 
see that this is 4 very Serious situation. I will not 
read the exhibits but they indicate that the average 
weekly wage of the nine leading industries was $42.08. 

As that includes steam railways it is a little higher 

than it would be without it. On the other hand the aver- 

age weekly wage of those employed by the steam railways 

is $58.17. You can see that it is substantially higher. 
DISTRIBUTING RATES 

We suggest that the Commission should also consider 
equalization of distributing rates as between eastern 
Canada and western Canada. In eastern Canada these rates 
Apply both ways, i.e., to and from urban centres, whereas 
in the west they apply only from urban centres. 

HUDSON'S BAY RAILWAY 

Some consideration should be given to the elimination 
of factors which decrease the potential use of this rail- 
way. 

It is submitted that it is a matter of great import- 
ance to the economy of Canada that all industries should 
not be concentrated in the central provinces. This situa- 
tion has come about to some extent by virtue of the low 


transcontinental rates which make it possible for 
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industries in eastern Canada to compete on even terms so 
far as freight rates are concerned with industries in 
Manitoba. 

In order that this objective may meet with more 
Success than it has in the past, it is our submission that 
more commodity rates should be established from Churchill, 
Manitoba, to Winnipeg, on the same or a lower basis to 
those in effect from Montreal. This Seems to us to be 
reasonable in every way in view of the fact that the 
mileage from Churchill, Manitoba, to Winnipeg is consider- 
ably less than from Montreal to Winnipeg. 


Page 133 follows 
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An effort should also be made to have the insurance 
rates on ocean traffic reduced. 

SIMPLIFICATION OF FREIGHT RATE STRUCTURE 

LG if also Suggested that the Board of Transport 
Commissioners should have greater jurisdiction over 
competitive rates and agreed charges. While these rates 
and charges are filed with the Board of Transport 
Commissioners, they do not readily oome to the attention 
of all shippers. 

We believe that the Commission Should institute 
Studies in connection with what is Known as agreed charges 
in an effort to determine if these are considered equitable, 
These agreed charges are rates lower than normal in return 
for some large Shippers guaranteeing to forward a Specified 
percentage of their tonnage by rail and on account of 
the volume offered, This may work to the disadvantage 
of smaller businesses, and hence concentrate control of 
industry in the larger centres, particularly in the east, 

In this connection, we think it is also desirable 
that there should be some Simplification of the freight 
rate structure either by revision of the classifications 
Or otherwise. At: the present time, the tariffs are so 
Complicated that every distributor or manufacturer needs 
an expert to advise on the rates pertaining to his own 
line of goods. This is an item of expense which small 
distributors and industries are unable to afford. It is 
now costly and difficult to check freight rates on account 
of the number and complexity of the tariffi:. 


We assume also that the Commission will be able to 
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pieasat means by which greater co-operation between 
railways can be obtained. While this ig provided for by 
statute, it has not been worked out in practice, Per. 
haps I should not say that nothing has been done. Since 
this was drafted, I read the Canadian Pacific brief and 
they point out instances in which there has been CO-= 
operation, 
GRAIN RATES 

We join with the province of Manitoba in their 
stand that the statutory rates on 6rain are justifiable 
and should not be changed, 

We desire tc reserve the right to make further 
representations later On. Thank you, 

THE CHAIRMAN: Mr, Fillmore, you are act- 

ing as Counsel for these two bodies, 

MR, FILLMORE: Yes, Mr, Chairman, 

THE CHAIRMAN: Do yeu intend to call any experts? 

MR. FILMMORE;: No, unless questions are asked 
which I cannot answer as peeanas some of these matters, 
I do not think there is much dispute about the figures 
that I quoted, but I would be pleased to answer any 
questions, Some of the committee of the Winnipeg 
Chamber of Commerce, which went over this brief with 
me and approved it, are here; and if necessary, I shall 


call on them, 


THE CHAIRMAN: Does anybody wish to question Mr, 


Fillmore? 
MR. O'DONNELL: I might ask just a few questions, 


Mr. Chairman, 
CROSS EXAMINATION BY MR, O'DONNELL: 
MR. O'DONNELL: Q. With respect to page 1, Mr, 
Fillmore, of your brief, it 1s to your knowledge, I think, 


that the Trans-Continental rates have, in fact, been 
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(Attached schedule to mr. Fillmore's brief) 
May elie Molo 


RATE COMPARISONS (ALL RAIL) 
EASTERN CANADA TO VANCOUVER vs. EASTERN CANADA TO WINNIPEG 


a ee OE CL ee ee 


Rates in cents 
per LOO Di bs: 


1. Canned Goods 
From groups A & B to Vancouver 
C.L. Min. Wt. 60,000 lbs. CP sf tariir . 
SH. Supp. 80, Item 370 PF & 1233 


From Groups A & B to Winnipeg 
C.L.Min. Wt. 24,000 lbs. 5th Class 36 


2. Drugs, Medicines & Chemicals 
From Groups A & B to Vancouver 
eeu. Min. Wt. 30,000 Ibs. Cah... Parte 


1 H Supp. 80, Item 690 H ELS 
From Groups A &B to Winnipeg 
C.L.Min.Wt. 24,000 lbs. 3rd class EAB YS 


3. Pickles and Vinegar 
From Groups A & B to Vancouver 
C.L.Min. Wt. 60,000 lbs. C.F.A. SUED gk fe a & 


deHesSupp. 80. Item 370 F 1S 
From Groups A & B to Winnipeg 
C.L.Min.Wt. 24,000 lbs. 5th class 1238 


4. Milk, Malted 
From Groups A & B to Vancouver 
C.L. Min.Wt. 60,000 lbs. C.F.A.Tariff 


Hen supp G3 Item 4020 B 2.09 
From Groups A & B to Winnipeg 
C.-L. Min. Wt. 24,000 lbs. 4th class UA ord 


5. Hardware & Tools 
From Groups A & B to Vancouver 
C.L. Min. Wt. 36,000 lbs. C.F.A.Tariff 


1 H Supp. 80 Item 1230 -c, 1240 D Le 5One 2.53 
From Groups A & B to Winnipeg 
C.L. Min.Wt. 30,000 lbs. 5th class 1.38 
6. Soap 


From Groups A & B to Vancouver 
C.L. Min 60,000 lbs. C.F.A.Tariff 


IH Supp %8 Item 2300 B , ? ; pany 6 
From Groups A & B to Winnipeg 
tere Min. ? . 2,000 lbs. Sth class 1.38 


7. Barbed Wire 
From Groups A & B to Vancouver 
C.L. Min.30,000 lbs. C.F.A.Tariff 
1 H Supp. 80, Item 2960B L. 74 
From Groups A & B to Winnipeg 
C.L. Min. 36,000 lbs. 5th Class 1.638 
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8. Roofing and Roofing Material, Prepared 
From Groups A & B to Vancouver 
C.L.Min. 40,000 lbs. C.F.A. Tarire 

1 H Item 2040 
From Groups A & B to Winnipeg 
C.L.Min. 30,000 lbs. 5th class 


9. Baking Powder 
From Groups A & B to Vancouver 
C.L.Min. 40,000 lbs. C.F.A. Tariff 
i supp, SO Ltem 160 
From Groups A &B to Winnipeg 
C.L. Min. 24,000 lbs. 4th Class 


feo) tron and Steel Welding Bars or Rods 
From Toronto to Vancouver 
hace NLT, « - 50,000 lbs. C.F.A. Tariff 
1 H Item 1495 
From Toronto to Winnipeg 
Item 1430 C.F.A.Tariff 5H (5th Class (Bi) 


11. Stoves and Stove Parts 
From Groups A & B to Vancouver 
pea Wit.) 20,000 lbs. C.F. A. pie iah iy rh 
1-H Supp 80 Item 2440R 
From Groups A & B to Winnipeg 
eM Wt 24,000 PDSe, 5th. lags 


12. Refrigerators 
From Groups A & B to Vancouver 
GC l.Min. Wt. 20,000 lbs. C.P.A. AUeh caer i 
ion supp oO Item 2010 c 
From Groups A & B to W innipegs 
C.L. Min. Wt. 24,000 lbs. 5th Class 
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CANADIAN NATIONAL RAILWAYS - CANADIAN LINES 
ILLUSTRATIONS OF INCREASES IN RATES OF PAY 1948 OVER 1939 
CERTAIN CLASSES OF EMPLOYEES 


Exhibit 49/117 


20% case 
Pitted Webi rokg 
Rate 
Classes of Employees Unit 1939 1946 1948 
Sectionman - Line He. $ HRS .69 $ 86 
Sectionman - Yard i AS we wo 
B & B Carpenter i‘ 65 “Ou 1.08 
Car Inspector e Se 98 eas 
Carman Helper ‘ 56 682 99 
Machinist's Helper ‘ 56 82 99 
Machinist's Helper 5S OF IC eB: 
Coach Carpenter a S79 Os eee) 
Freight Carman : ee 98 as 
Machinist . age) 1:05 Lee 
Boilermaker " ae L205 oe 
Classified Laborer i A6 re .89 
Common Laborer ‘ 42 seers 85 
Agent Month 1h OG “67 2 230.00 
i ¢ qf Oo, 06 Be ae 256 00 
4 i. iW heee®)@) 228.21 261.00 
Operator e DA 51.00 MOO. ee 219.00 
F “ 145.00 ¥98 21 2314.00 
ss ‘ 135 700 168.22 2 i500 
Comptometer Operator LOpOC 158.2% 193.57 
myolst uy TOOR00 Sree 188 .57 
Stenographer yi 105.00 L5G e241 103.57 
Clerk-Typist ‘ 110.00 T6221 198.57 
Clerk-Stenographer 2 Ie ee) LOGE 203 57 
Clerk " 190.00" Seared 298.57 
Clerk ‘i 15.00 106.21 eS 
Loco Engineer-Pass. 100 miles 6.40 ayaley 9.35 
-Frt A 7.56 Q iab2 LORS 
Loco Fireman-Pass. “ 4.96 6.73 8.09 
Pub al eo Pe (250 8.94 
Conductor -~Pass. L505 miles 6.570 8.64 WW aBr aig) 
-FPt 100 miles Gu lG 8.05 oye 
Brakeman -Pass. L560 miles eo 6.64 8.00 
-Frt 100 miles 4 By ens cmaele) 
Yard Foreman Day 6.64 8.79 10551 
Yard Helper u 6.16 8.30 9.66 
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(Table continued from previous page) 


Increase 
1946 over 1939 1948 over 1939 
Amount L AMOUnt ay aa oo 
Sectionman - Linc o26 60.5 43 100.0 
Sectionman - Yard 29 64.4 46 1222 
B & B Carpenter <20 40.0 A3 66.2 
Car Inspector 20 BOs 43 Ory 
Carman Helper 26 ree 3 {O50 
Machinist's Helper Pale h6 4 43 {0.6 
Machinist's Helper 220 Hd, 8 isthe ie 
Coach Carpenter - 26 3249 nes 54 4 
Freight Carman f26 30), 2 ee BO 
Machinist 526 2270 43 BM 
Boilermaker 120) 3259 oh 5A Lu 
Classified Laborerq .26 B65 43 93.5 
Common Laborer B26 61.9 eS eye 
Agent 53.21 a7 a0 86 .00 59.7 
: Pycoe | Slee 86.00 50.6 
‘ opel se 56-06 ¥Q.1 
Operator eel 40.0 86.00 OFe7 
} 53.21 36.7 86 .00 59.3 
« Dip eu: 39.4 86.00 Gs.7 
Comptometer 
Operator Be Olle Sloane 8 4 
Typist Boe d B32 88 .57 88 .6 
Stenographer AG ea 5O .7 Siemans BY 
Clerk-Typist 53.21 8.4 88 .57 80.5 
eierk-Stcno- 
grapher Smee 46 .3 88 .57 Tie 
Clerk OS ek 28.0 Slee e 46.6 
Clerk ela yes 96.7 (ler 2 ee 
Loco Engineer- 
Passenger gE Ea er: 2.95 Gal 
Freight 1 Oo PES ale re) 
Loco Fireman ; 
Passenger ioe vege S507 303 63,7 
Freight LG 32.5 3.22 56.3 
Conductor 
Passenger sey 29.0 SEC 19.3 
Freight 1.00 SOR 3.25 sas) 
Brakeman - Pass. Ou ae B50) 70.2 
Frt Ses 39.0 ei 46 event 
Yard Foreman aa AG: 32.4 8 ar 5S 23 
Yard Helper ee! 34.7 Bae 56.8 
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AVERAGE WEEKLY SALARIES AND 
WAGES AS AT DEC.1,1948 
a et tO 


MANUFAC TURING 
Animal products - edible 
Fur and products 
Leather & Products 
Boots & Shoes 
Lumber & its products 
Rough & dressed lumber 
Furniture 
Other lumber products 
flaunt products - edible 
Pulp and paper products 
Pulp and paper 
Paper products 
Printing & Phblishing 
Rubber products 
Textile products 
maread,. yarn-and ¢ loth 
Cotton yarn and cloth 
Woollen yarn and cloth 
DECI ficial silk & silk goods 
Hosiery & knit goods 


Garments & personal furnishings 


Other textile products 
Tobacco 

Beverages 

Chemicals * allied preduces 
Clay, glass & stone products 
Electric Light and power 
Electrical apparatus 

Iron & Steel products 


Crude, rolled & forged products 


Machinery (other than vehicles 

Agricultural implements 

Land vehicles and aircraft 

Automobiles & parts 

Steel shipbuilding & PepaLrine 
Heating appliances 
Bron & Steel fabrication (n.e.s 
Foundry & machine shop products 
Other iron & steel products 
Non-ferrous metal products 
Non-metallic mineral products 
Miscellaneous 


LOGGING 
MINING 
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MINING (Cont'd) 


Coal Dy er 
Metallic Ores Sang 
Non-metallic minerals (except coal) oO 

COMMUNICATIONS Sion 
Telegraphs AU 76 
Telephones Sf c3 

TRANSPORTATION yy, 
Street Rlys, cartage & storage Wu 56 
Steam railways Slory 
Shipping & stevedbrihg 45.36 

CONSTRUCTION & MAINTENANCE 40.37 
Building HA LO5 
Highway 34.65 
Railway AO 46 

SERVICES (AS INDICATED BELOW) GEES 
Hotels & restaurants 25.76 
Personal (chiefly laundries) 30219 

TRADE 35.18 
Retail 32516 
Wholesale 41.59 

EIGHT LEADING INDUSTRIES Teele) 
(this includes steam railways) 

FINANCE BO eLG 
Bank & trust companies Bor! 
Brokerage & stock market operations 49.90 
Insurance HM 38 

NINE LEADING INDUSTRIES we. 06 


Source -- The Labour Gazette Vol. 49 No. 3 March 1949 
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increased about 0 per cent recen Sly. 

THE CHAIRMAN: You say cney have been increased? 

MR. O'DONNELL: Yes, Mr. Chairman. ‘There was an 
objection previously that these raves vere too low. That 
was an objection on the part of the Cty of Winnipeg and 

the people Mr. Fillmore represents. 

THE WITNESS: I would iike to ask the gentleman 
who prepared the schedule to this brief giving the rate 
comparisons between Eastern Canada a:d Vancouver and 
Eastern Canada to Winnipeg whether shis was comp ?.led 
before or after that 40 per cent increase. Could you tell 
me that, Mr. Walker? 

MR. WALKER: It is under the rresent rates, Mr. 
Fillmore. 

THE CHAIRMAN: What is the question or point then? 

MR.FILLMORE: Mr. O'Dornell pointed out that the 
transcontinental rates have been ircreased “0 per cent? 

THE CHAIRMAI: Since when? 

MR. O'DONNELL: It is 3¢ per vent, rouchiy; 

21 per cent, under the 21 per cent increase, and then they 
were raised; these rates were raiscd appxoximetely a further 
15 per cent, and that compounced o-er 21 mede it roughly 

39 per cent. I think that is the situation. 

MR. FILLMORE: I am “nstvructed that tiese rate 
comparisons which anpear at the perk of my brief are based 
On present rates. 

THE CHAIRMAN: What part of this brief had you in 
mind? 

MR. O'DONNELL: At the pottzsua of nage 1, Mr. Chairman. 


the transcontinental rates. 
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THE CHAIRMAN: You Say they are about the same 
or not much greater than from any other province to 
the west than they are from Winnipeg. 

MR. O'DONNELL: It Says that in the past it was 
contended that those rates were adjusted to meet 
traffic coming through the Panama Canal. I asked Mr. 
Fillmore if it is to his knowledge that recently they 
have been increased 39 per cent and that at the present 
time there are in the hands of the Canadian Manufacturers 
Association and other bodies copies of the new proposed 
tariffs covering those transcontinental rates. 

MR. FILLMORE: I do not know about that, Mr, § 
O'Donnell. 

MR. O'DONNELL: Q. TI see. 

Ae Wanats tis Something you can demonstrate to the 
Commission. 

Q. At the bottom of the first paragraph. 

THE CHAIRMAN: These are rates whichare sometimes 
called competitive rates. 

MR. O'Donnell: To a certain extent these 
transcontinental rates Should be called competitive. 
They were based on the alleged water competition via the 
Panama Canal. 

THE CHAIRMAN: And they have been increased 
39 per cent? 

MR. O'DONNELL: Roughly, yes, My Lord; and to the 
extent that the city of Winnipeg and the Chamber of 

Commerce complained and contended that they were too low 
during recent years, they have quite recently been 


adjusted, and are in the course of further consideration 
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for additional adjustment. 

THE CHAIRMAN: What are those comparisons 
made between Toronbd and Winnipeg, and Toronto and 
Vancouver; do they fall to the ground, then? 

MR. FILLMORE: No. Mr. Chairman, this schedule, 
this comparison of rates, is based on present rates. 

THE CHAIRMAN: On the present rates. 

MR. O'DONNELL: Q. I am asking you, Mr. 
Fillmore, if it is not to your knowledge that this 
further tariff is to come shortly. 

As sorry, I do not know about 2 iB 

Q. I do not intend to take up the time of the 
Commission to go into these comparisons at this time; 
but in due course we shall endeavour to put before the 
Commission whatever evidence we think is called for 
to apply to that subject. 

I notice that the City of Winnipeg indicates 
that i should have any advantage which accrues to it 
by virture of its geographic location. That is a 
principle to which you attach some importance, is it 
not? 

A. Naturally. 

THE CHAIRMAN: It is on what page? 

MR. O'DONNELL: It is page 1, Mr. Chairman, 

MR. O'DONNELL: Q. 

Would you not agree ~ that in keeping with that principle 
which you enunciate in that sentence that other parts 
OF the country would adhere equally to the principle 
and suggest that they likewise should have the benefit 
of any geographic advantage which is theirs? 


A. Certainly. 
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Q. And in connection with that, the fact that 
the St. Lawrence river happens to run where it does 
run is a geographic factor, is it not, for shippers, 

So the railway rates ought to be affected competitively 
by water traffic on the river. 

Beybtris: a-natural advantage. 

@. Yes; and in keeping with the principle you put 
forward, would you be willing to concede that those 
living in the areas through which that river runs might 
likewise expect to have the beneric or. that geographic 
advantage? 

Buea Locally, 

Glin € eSe locally; and by that you mean what? 

How extensive is the word "locally" as you use it? 

A. I do not see what that would have to do with 
Shipping goods by rail from Montreal to Winnipeg. 

Q. Would you not concede that the rate from 
Montreal to Winnipeg is affected by water competition 
to the benefit of Winnipeg? 

A. Water competition would certainly have a bearing 
on the rate. 

Q. Yes; and in so far as that portion of the trip 
is affected by water competition in the east, the benefit 
accrues to the city of Winnipeg on Shipments from Montreal 
to Winnipeg, let us say. 

A. Goods which come from the same place to the 
West cost just as cheaply as they come to Winnipeg. 

Q. Bvt on a shipment from the East to the West - 

I think that is part of the complaint - that Winnipeg 


does, in fact, benefit to the extent that any portion 
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of the rate is affected by water competition from 
the East. 

A. I would think so. 

COMMISSIONER ANGUS: Q. If Winnipeg and other 
places were to continue to enjoy the full benefit of 
their geographic advantages, does it follow that parts 
of Canada which are at a geographical disadvantage 
Should be left where they are, should have nothing done 
for them? Our turns of reference ask us to inquire 
into geographical disadvantages. 

A. One great problem is whether those which have 
geographical disadvantage should bear the full impact 
of that situation. 

Q. Is that the position of the Winnipeg Board 
of Trade, that they should bear it? 

A. Generally speaking, I would say that it is. 

THE CHAIRMAN: Q. You would. say that any 
relief that should be afforded to them should not come 
out of your freight rates? 

Aeeetes. oit 

MR. O'DONNELL: Q. Now, along the same lines as 
those which I previously indicated to you, is not the 
fact that these Bana erie you refer on page 3 of 
your brief, exist, something which accrues to the 
benefit of the west also, on shipments from the East 
to the West? 

A. I have no personal knowledge; but I understand 
that there are a number of local canals which affect 


Only local traffic. 
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Q. Would you indicate any of them; have you the 
information? 

A. I shall consult my confreres and try to get 
a list of the canals for you, 

Q. So that we may know what you have in mind, and 
so that we may adduce evidence, if need there be join 
due course. I would venture to suggest to you that the 
principal canals to which you refer are all along the 
main St. Lawrence waterway. Those must be the ones which 
you have in mind. 

A. I,do not know anything about canals. 

THE CHAIRMAN: What is your point, Mr. O'Donnell? 

MR. O'DONNELL: My point is that these Dominion 
Government canals, to which reference is made in the 
brief at page 3, must be those canals which are all 
along the main waterway, along the St. Lawrence. 

THE CHAIRMAN: And what follows from that? 

MR. O'DONNELL: I am just asking Mr. Fillmore if 
those are the canals to which he has reference; I want 
to identify them. 

MR. O;DONNELL: Q. My next question is whether or 
not those canals are of benefit to the west, particularly 
with respect to grain Shipments. 

A. I imagine that the Sault, those that affect 
Great Lakes traffic, would be. 

Q. Do you know of any others than those, 

A. I am told of others, but I do not know where 
they are or what they are used for. 


@. But the principal ones, I think we will agree, 
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are those in the main waterways. 

A. Affecting traffic on the Great Lakes, 

THE CHAIRMAN: The Statement is here that these 
Canals are an advantage enjoyed by Eastern Shippers at 
the expense of the Prairie Provinces; that is the point. 

MR. FILLMORE: T Should say, at the expense of 
Canada. I am instructed that there are local canals 
constructed at considerable cost. which benefit local 
traffic only. 

THE CHAIRMAN: Well, apart from canals that we all 
know about. 

MR. FILLMORE: I do not know if I can substantiate 
that or not. I shall ask the gentleman who gave me that 
information. 

MR. O'DONNELL: Q. If there are any other canals 
inthe main St. Lawrence waterway, we can agree that they 
benefit the West as well as the East. That would seem 
to be clear. Ana you will get such information as you 
can from the man who instructed you with respect to any 
other canal System, as may be contemplated by this 
paragraph. 

In the brief you make reference to the assumed 
mileage, the constructive mileage between Winnipeg and 
Fort William. That is a matter of contract, is 16 not, 
under the old Manitoba A8reement? 

A. It arose out of an agreement. We give the 
historical background in the brief to which I refer. We 
gO into it at some length. We say it arose out of a 
local effort; it arose out of competitive conditions. 


Q. On page 10 of the brief of the Province of 
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Manitoba, which Premier Campbell read this morning 
there is the following: 

"In 1901 the so-called Manitoba Agreement 

was Signed between the Canadian Norther Railway 

and the Province of Manitoba wnder which the 

Manitoba government took the authority to set 

freight rates in Manitoba and between Manitoba 

and the head of Lake Superior, in return for 

guaranteeing certain bonds of the Canadian 

Northern Railway." 

That was a matter of contract. 

A. That is set out in more detail at page 5 of 
Gurpbrice fret Wuly. 107. 

Q. But in so far as reference is made to it in 
the Provincial government's brief to which I have just 
referred, you do not quarrel with the Statement as they 
Sets it.out. 

A. No. 

Q. That is correct. 

A. I think that the courts later held that the 
province and the transcontinental railway could not enter 
into a binding agreement which would fix freight rates; 
and that the rates were always subject to the jurisdiction 
of the Board of Transport Commissioners. 

Qe Bublit 28 ini virtue. of thet particular agreement, 
the Manitoba Agreement, tht the assumed 130 miles. has 
benefitted traffic to the city of Winnipeg since 1901. 

We. sthat is the origin. of 14, 


Q. Yes. Now, at page 3 of the brief reference is 
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made that the rate per ton mile between Winnipeg and 
Fort William is higher than the rate between Fort 
William and points in Alberta. Isn't that exactly the 
way it should be, when you take into consideration the 
tapering principle which applies. 

THE CCHAIRMAN: What principle? 

MR. O'DONNELL: The tapering principle. 

THE WITNESS: We are not complaining about the. 
tapering. We are defending the assumed mileage to 
Fort William, and we point out that on this mileage basis 
the rate from Fort William to Calgary is lower than the 
rate from Fort William to Winnipeg. We point out that 
those points get the benefit of tapering of rates on 
a more or less arbitrary basis; the longer the haul, the 
greater the tapering in the rates. 

MR. O'DONNELL: Q., Yes. The rate on the longer 
haul would naturally be lower. 

as.  2tihaceishthe way rates are made, but I do 
not know. 

Q. And in fact, it is Winnipeg that gets the 
greatest benefit from that assumed mileage. 

A. In wroportion the whole of Western Canada gets 
benefit. 

Q@. Yes, but Winnipeg gets the greatest benefit 
because the tapering there is least. At page 4, under 
the heading of wages, there is a statement under the 
heading of wages. You set out there certain factual 
matter, certain wage increases; and I think we referred 


to the schedule for some comparisons between wages of 
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railway employees and those in other occupations in 
Canada. Just what Suggestion, if any, would the Cd ti 
of Winnipeg and the Chamber of Commerce, make as to 
what should be done with respect to that situation? 

Ae I could give you my views, Mr. O'Donnell. 

I am informed, for example, that the - perhaps I 

had better state the problemas) 1 see 36. Tay 
informed that so far as the Canadian Pacific is 
concerned, 55 per cent of working expenses represents 
wages. 

THE CHAIRMAN: Q. What percentage? 

A. Fifty five per cent; and that 51 per cent 
of gross earnings go to pay wages. We know that an 
increase of 17 cents an hour costs the Canadian Pacific 
$22 million for eight months. Well, if as claimed by 
the Canadian Pacific, ther-are not making money or 
losing money, we can see that if there is a substantial 
increase in wages, then theyare in a very awkward 
Situation, and I do not know what they could do about 
it except to offer up prayer. 

MR. OJDONNELL: Q. I wondered if you had any 
other solution than that; and if so I am sure the 
Canadian Pacific would be glad to know about it. I am 
Sure the Canadian National would. But is there anything 
that the city of Winnipeg or the Chamber of Commerce 
could suggest by way of remedying that, or what 
particular form of prayer, as my learned friend Mr. 
Friel,suggests? 

A. We might try something else if that should 


fail. There is that situation. There is a cemand 


Agi en ia 
Pk Ree Be 


> 


few 


= 


Ps 

Now 

bs . 
“_ é 
. . 


145 Mr. Fillmore, cr. 


pending now, and there will be a Board of 
Conciliation. If the Board makes an award and says 
that there should be a Substantial increase, then, 
of course, the railways are in a very awkward situation. 
They will, naturally, make an application to the 
Board of Transport Commissioners and Say: We have got 
to have more money; we have got to have an increase in 
wages. That puts the Board of Transport Commissioners 
onnthe spot. The Railways have to Operate. -so it 4s 
difficult for them to veftise an increase. They pass it 
on to the shipper. to pay and the shipper to the 
consumer, so that in the end the consumer pays the 
freight. You say: Suggest a remedy. Well, it is 
really a national labour relations problem. You are 
in a very awkward situation. So, if the unions do not 
accept an award, or Say it is not large enough and they 
want more or else they will tie Up EVerything. 2tan6 
a very unfortunate situation. It is unfortunate that 
one group of people should be able to paralyze the 
whole national economy. But that is a problem not for 
the directors of the railway company to solve. Rather 
that is a national labor relations problem. And it seems 
to me to get out of that situation is a problem for the 
Dominion Government and not for the directors. of any 
railway company. They will have to ‘decide whether any 
group of people can paralyze the railways and tie up the 
national economy. 

Q. Last year the railways did in fact choose to 
Pay the demands that were asked by the employees, afd 


they not? 
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A. I believe they did in the TAirst instance, 


but I am not familiar with the details. But they 


finally got in the position where they did make the 
gecision: 


Page 148 follows 
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Q. Well, now, you have no other suggestion, then, 
for that other than what you have said? 

A. No. 

Q. We will try to find the prayer that you refer to. 
Coming to distributing rates, on page 5 of the brief, Mr. 
Fillmore, you say in eastern Canada, these rates apply 
both ways, that is, to and from urban centres, whereas 
in the west they apply only from urban centres. is) it 
not a fact that the outbound rates are allowed to apply 
on inbound movements to distributing centres in the west 
where there is a substantial movement of traffic? Are 
mere rot tariffs * 

Ms Well, I understand that these remarks do not 
apply to commodity rates. 

Q. Well, my information is that commodities that 
move in any substantial quantity have in some cases been 
allowed to move on the distributing rate, and that the 
outbound rate does apply on inbound movements -- for 
instance, barrels and kegs, vinegar barrels and bottles, 
and hides and skins, and certain agricultural implements 
returned for repairs, and a number of items of that kind. 
Are you familiar with that? In that connection I would 


Perer’' to the tariff -=- 


A. Excuse me a moment while I ask. 
Q. In that connection I would just refer, for 
instance, to a tariff which is number C.N.R. W19eM, 


ter.C. No, 1962, which covers a number of commodities, 
in some cases carload lots and in others less than carload 


lots, and ask you to verify at your convenienc: whether 
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the railways are not in practice at the present time, in 
cases where there are substantial movements of the kind to 
which I refer, allowing the same practice to be followed 
in western Canada as prevails in eastern Canada regarding 
distributing rates? 

A. iveam instructed it applies regarding many com- 
modities. It would be very easy for the railways to 
demonstrate on which ones. 

THE CHAIRMAN: Can you identify that document? 
MR. O'DONNELL: Wee; my: Lorde: Jee veccei ne tariff 
aoe, CO .TC% No. O62 

Q. Now, just a few words, Mr. Fillmore, with respect 
to the Hudson's Bay. That railway is one, I understand, 
concerning which certain difficulties of operation prevail. 
It is not open throughout the year, 18 10, “to your knowledge: 

A. Vere Lethinke s+ is; that is my information. 

Q. the port of Churchi11? 

A. Noy the port ts not. 

THE CHAIRMAN: Would you tell me, while you are 
on this point, what would you say is the distinction between 
distributing rates and other rates? 

MR. O'DONNELL: Distributing rates and other rates? 

THE CHAIRMAN: Yes. 

MR. O'DONNELL: Distributing raves, my Jord) as 
I understand it, are 85 per cent, fixed at 85 per cent 
roughly of the rate which would otherwise Prevali. rere 
were not for the distributing rate the full tariff rate 
would apply. 

THE CHAIRMAN: Why do you call those distributing 


rates? 
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MR. O'DONNELL: Well, that is the name which is 
given to rates governing shipments into definite points, 
for instance, in the prairies, which are known as dis- 
tributing points. There are a number of distributing 
Points bothsinethe cast..--< 

THE CHAIRMAN: Are they from one central point 
to various outlying points: 

MR. O'DONNELL: From a number of central points. 

THE CHAIRMAN: From a number of central points 
to a number of outlying points? 

MR. O'DONNELL: And the rates from those distri- 
buting points and into them in the east are lower than the 
ordinary rates which would otherwise prevail. There is 
a difference of about IHtper cent, I understand, in the 
ordinary tariff which would otherwise prevail were it not 
for the distributing rate. 

THE CHAIRMAN: When you Say otherwise, do you mean 
on through freight or freight from other points? 

MR. O'DONNELL: Well, the rate, my lord, into the 
distributing point, which is a fixed point, of which there 
are a series, is lower than the ordinary standard rate which 
would otherwise apply. 

THE CHAIRMAN: Then on what will it apply? Here 
you have two rates, one of which is a standard rate and the 
other a lower one which you call a distributing rate. Here 
are these two rates; one is the standard rate and the other 
is a lower rate which you call the distributing rate. 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: I have not in my mind what is the 


difference, what brings about the difference between them. 
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Are they different commodities, or what? 

MR. O'DONNELL: No, they are not different com- 
modities, but they are different rates which govern shipments 
on commodities from distributing points to outlying districts, 
and, as I understand them, they originally were intended, 

I think, to take care particularly of a situation O32 
wholesaler who would bring a shipment into a distributing 
point say in a carload, and then he would break up his car- 
load and ship it out to the Surrounding country. 

THE CHAIRMAN: I see. That place to which he 
would bring it would be a distributing point? 

MR. O'DONNELL: A distributing point. 

THE CHAIRMAN: From then on to the various other 
points the rate of freight is LOWED s? ree ete te 

MR. O'DONNELL: That is as I understand it my 
lord; and in the east they elton the shipment from those 
outside points to the distributing point inbound. 

THE CHAIRMAN: Inbound? 

MR. O'DONNELL: For instance, if we have a dis- 
tributing point say at Saskatoon or anywhere else, where the 
distribution is being made, the outbound rate, distributing 
rate, is a lower rate than would otherwise prevail. 

THE CHAIRMAN: Outbound from where? 

MR. O'DONNELL: From the distributing point. 

THE CHAIRMAN: From Saskatcon? 

MR. O'DONNELL: Yes, on the distribution. Now, 
in the east the practice has been or 18, 88 J understand 41. 
that shipments may be made from the outlying districts in 
to the distributing point at the same rate; that has not been 


the case in western Canada, and I think that is the point 
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about which our friends have complained. I was indicating 
that on the information I had the practice was in some cases 
at least identical in the west with what the tariffs call 

for in the east, and they allow the distributing rate to 

apply inbound as well as outbound from or to. (che distributing 
point, and it is a lower rate. 

THE CHAIRMAN: What they would use, as at Saskatoon, 
a2 a distributing point -- distributing centre, I suppose 
it would be. 

MR. O'DONNELL: Yes, my lord. 

THE CHAIRMAN: When you are talking of outbound 
and inbound, do you mean from Saskatoon out and back to 
Saskatoon? 

MR. O'DONNELL: Yes. For instance, there are a 
number of these distributing points in the west here that 
we cen think of. In Manitoba, in one of these briefs -- 
Ihave forgotten which one it was -- several of them were 
mentioned, but Winnipeg is a distributing point, I7under= 
Stand, and so are Saskatoon, Portage, Brandon, Dauphin 
and The Pas. I think we will seevnoee direct and possibly 
more satisfying statement as to exactly what a distributing 
rate is from some of our experts, but I have tried to 
explain it. I know my friend Mr. Knowles can explain it 
very readily to your lordship and the Commission. I have 
done my best to explain my understanding of what it is. 

THE WITNESS: I would be better satisfied with 
an explanation from Mr. Knowles or Mr. Buckingham. 

MR. O'DONNELL: I likewise, my lord, would be 
much better satisfied with an explanation from some of 
Mr. Fillmore's experts with regard to some of the other 


matters. 
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cs! bs Jo oa Mr. Fillmore 
Cr-ex. 

THE CHAIRMAN: We like to see counsel examining 
on subject matter that they know all about. 

MR. O'DONNELL: Well, that is something that I 
have yet to do. Maybe my friend Mr. Fillmore, with much 
more experience, has done that. 

THE WITNESS: There is no subject which either one 
of us knows all about. 

MR. O'DONNELL: Well, my lord, may I go on, then, 
about the Hudson's Bay? 

THE CHAIRMAN: Yes. 

MR. O'DONNELL: Q. In the brief of the City of 
Winnipeg, Mr. Fillmore, it is Suggested that an effort should 
be made to have the insurance rates on ocean traffic reduced; 
I take it that is ocean traffic from and to Churchill? 

A. Yes. 
Q. Who do you indicate should initiate that? Does 
the Chamber of Commerce have any views on that? 

THE CHAIRMAN: What is the point now? On what 
page? 

MR. O'DONNELL: The top of page 6, my lord, the 
first sentence on page 6: 

"An effort should also be made to have the 

insurance rates on ocean traffic reduced." 
I am asking Mr. Fillmore if the Chamber of Commerce or the 
City of Winnipeg has any idea as to who should initiate 
that endeavour, with underwriters, for instance. 

THE CHAIRMAN: That would be very useful. 

MR. O'DONNELL: Q. Is that by prayer again, Mr. 
Fillmore? 
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= 154 = Mr. Fillmore 


cr-ex. 
A I think the grain Shippers would have to --- 
Q. You think the initiative would lie with the grain 
shippers? 
A. I don't know what the railways could do about iow 


or the Commission. 

Q. Now, as a matter of fact, that railway Operation 
that I mentioned at the outset is a fairly difficult one, is 
meno t? 

A. Well, my information is that nobody is very anxious 
to have it. 

Q. And the shippers have not taken to that route very 
readily, although the railways have in fact provided the same 
commoditity rates from Churchill that they have from Port 
Arthur; in other words, the railways have done all they can 
to encourage traffic, notwithstanding which Shippers have 
not taken very kindly to the route? 

A. No. 

Q. And that might be accounted for by, for instance, 
the difficulty of obtaining ships; did your experts give 
noUsany information on that? 


ue No; I am barren of ideas. 


Q. Pardon me? 
ae I have no instructions on that. 
Q. Now, is not another one of the difficulties there 


that, for instance, in the case of the grain crop this year, 
it is impossible to move this year's crop through Churchill, 
and that necessitates storage, for instance, and a carry- 
Over of a year? 

A. Well, I don't think we will get anywhere by dis- 
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= “LB Mr. Fillmore 
Cr-ex. 
I cannot answer yes or no. 

Q. MOLD.) CASG. 1s Quite all right. The only reason I 
am asking you is that I did net know whether the City of 
Winnipeg and the Chamber of Commerce intended to make 
available people who would Support the statements in the 
brief which you were Sood enough to read, and this might be 
my only chance to find out what --- 

i, We are relying on the PYOVANCS To de thaee 

Q. I see. To your personal knowledge, or to your 
knowledge as a representative of the Chamber of Commerce, 
have you not heard it bruited about that the ir Poult year 
Shipping through Churchill is by reason of the necessity of 
carrying over the grain crop, for instance, of 4 year, and 
the payment of Storage charges and insurance charges 411) 
went to make it less attractive for the shipper to Ship that 
route? 

A. That is one of the obstacles. 

Q. Now, just one other point, Mr. Fillmore. With 
respect to agreed charges, which you refer to on page 6 of 
your brief, can you suggest or does the Chamber of Commerce 
ee ure City of Winnipeg wish to make any Suggestions to the 
Commission as to how any more effective control over agreed 
charge rates can be obtained than that control which is 
Provided by section 35 and following of the Transport bomen 
1938, and by the Regulations of the Board of Transport 
Commissioners with respect to agreed charges such as 
General Order No. 581, adopted on the 2lst January, 1939? 

THE CHAIRMAN: What is the gist of the regulations 
about agreed charges? 
MR. O'DONNELL: Well, my lord, the most complete 


information must be given to those who are interested in 
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any agreed charge which might be initiated between the rail- 
ways and the shipper who is interested in entering into an 
agreed charge, which is a CONnGCTract . 

THE CHAIRMAN: Who would be interested outside of 
those two parties, the railway and the shipper? 

MR. O'DONNELL: Anyone who might be affected by the 
fact that a rate is put into force, and under the regulations 
of the Board of Transport Commissioners, which regulates, 
which I have just referred to as being General Order No. 53) 
there is Appendix "C", which contains a list of eiehteen 
different boards of trade, Lumbermen's Association, 
Manufacturers ! Association, Industrial Traffic League, 
Calgary Board of Trade, Saskatoon, Toronto Board of Trade, 
the Transportation Commission and the Maritime Board of 
Trade, which represents the three maritime provinces. They 
all must be notificd. Mey are the list of individuals or 
organizations to whom copies of the notice, Append; "B", 
which is a notice that these parties have applied to the 
Board for approval of their agreed charge, must -be sent: and 
if the Commission would be good enough at its convenience to 
read the provisions set out for agreed charges in the Transport 
Act which will be found in section 35 and following, I think 
the Commission will see that there is a very ample control 
with respect to these matters. I wondered what the Winnipeg 
Chamber of Commerce or the City of Winripeg might have in 
mind by way of requiring any further precautions or studies 
to be made in connection with these matters. 

THE WITNESS: Well, my instructions are, the com- 


Plaint is that these agreed charges may not come to the 


c! 
+: 
tc 
¥ eo 
Si aa 
4 
we 
Pa 
f 
My : 
‘ 
é 
: 
r 
: Df. 
: es 
é es 
q 


. 


eae eee 2 | a“ “Se aqity) ott = 


iy pz eroddam gsoils oF 2OUQROT ae 


. a 8 | » ¢€ 
tee se@oris. Moly comegonpce Se obs 


boivudeed ey ASH, SRW BAT oe 


ud Grigio dati, extant. te 


soatdpon a at Hoke cagtengie, Mem 
1 a 
WO Ger 


f “lee * ec 
oq Dives ay 8 WIMALAKO 


Et onan Qeuetion 98d yepttung el aa 
m odw ono iv Ia O - 
‘ AG 41 duq s* ofey 5 SERS Fae 
agtmge) JROgRAsat 30 Prsok site 
Se @ + Hewerares dau: oven To 
noo sotd o> 2 ioe eee 
rodmunt., baad “ba ebazoe ore 
2 sf 1 tnohesn * Story 
id PMSE hit Fo ofS 
: Preeti) eo kISay 
deg Ys : conwrqet ool 
te » Det tivon 0 
nm wotaro. potty od gnoloan ei 
puftvdy cae feutd molto @has AOE 
; a 
: ings shed? “to: savorads "ou Eee 


Aravido Lois Od Rivet metas ina y ogey 
2 Tktotee fon adolelvotq Gia 
d iiiw sAg.ere 


* wsoly. 2a8s ave Lttw no bee teas 


— 


sow 256-2 ho GAs reqemoD To 


J ot ro - ae a) "ey 
eI j x sar ie 8 3 its i 4 yA +" AS ¥s Me A 


“eo soyyeds taenge gael’, Tall Bh 


Pai 
o 
| 


ALN, ws Mr. Fillmore, cr-ex. 


attention of other Shippers whose business may be affected, 
and that the notice? the publicity, is not SurfieLent to give 
notice and warning to competitors in the same line. 

MR. O'DONNELL: Q. Well, there is notice required 
through publication in the Canada Gazette, and then there is 
notice to all these various organizations and presumably 
business men? 

A. Their suggestion is, that is net Sufficient notice. 

Q. It is not sufficient notice. Well, have they any 
more adequate notice in mina than that which is required by 
the law and the regulations? 

wy. Well, I have no instructions on that. I presume some 
publication in the newspaper in the locality affected would be 
of some good. 

Q. Now, the brief also Says that these agreed charges 
may work to the disadvantage of smaller businesses and hence 
concentrate control of cndustry inthe larger centres, par- 
ticularly in the east. Did the Board to your knowledge make 
any study of the provisions of the Transport Act which are 
there to prevent exactly what the Board of Trade Suggests is 
something which requires remedy? 

ae Not that I know of. 

Q. Because I wish to draw to the attention now of 
the Commission, my lord and members of the Commission, that 
€ven where an agreed charge has been negotiated between two 
Parties -- that is, the railway and the shipper -- there 
18 provision to take care of any shipper other than a party 
to the agreed charge who considers himself or the company 


in question to be adversely affected, and they may apply 


o 


rg a ee 


ee 


~ as 


hs 


a 


PD af » wee 
coupe ard eee 
ntiteang ang est 
-sppedhoknaos of on 2 aa 


bony ¢ 27° cele fie hee ae Os ro ah 
aes hy ak ; by ‘tT AED OF pee fio 0 Eel nah " 
| he ar ; tin Sige en osacty ‘tia! “ag a 
ee 
; pe ith 2a hie £2 a earet es 
bas “ so. ¢nacte ne gon. abese ae 
%: 
Pe ‘ 3 2 1 oF ON: }>3402 sued 
“4 A 
Jao piehiees aie eae 
rpeare evil fat f oS Lew See 
, r z aie Chae “Hel7em a 
4 yf i i wn 
Spay hey 
ane © 4s - Po) > ~e 
lem aan ls th | f vast SAP eS 
ot ine ane) seven Sete Se 
si ‘ 2 wae tao Pry i 
‘oryty = poy. Cwlie oe 
ee: Hers Jou 
fog | est i 
. R a testa J ore] ue 
or i : 3 somal q wey pee, 7 one it 
; 2B ye. 2 "8 (he 4h : 
: oy 2a Selesue wee 
- ° 
Aw 5 “ea See une etd. a 4 
; aaa vires ¥ aos ERE a od Ae! a. Se 


» 150) Mr. Fillmore, cr-ex. 


for a fixed charge which will sive them the same treatment 
a8 is accorded by the agreed charge. I won't take any further 
time of the Commission in that case, but it Just occurred to 
me that the provisions were adequate, and I wondered if the 
Board of Trade or the Chamber of Commerce had any other 
Specific suggestions to make? 

A. Well, it may be their own LaULG sea apparently 
the agreed charge does not come to the attention of the average 
Shipper, and he also appears to be unaware of the NE KOMR UN olay 
provision is made for safeguarding his interests =. 2+ least. 
the gentlemen who Spoke to me were all experienced traffic men, 
and they did not appear to know about that. 

MR. O'DONNELL: In that connection I would just 
indicate, my lord, that the list of indbdividuale vor fppendix 
Beet oowhich. I ha & made reference, the last one, under No. see 
requires notice to be sent to such other companies or organiza- 
tions known to be engaged in the same line of business and 
whose business is located or operated in the Same general 
territory in which the proposed agreed charge is to operate. 

Q. fnd over and above that, you think that the Board 
Of Trade or the Chamber of Commerce, Mr. Fillmore, considers 
that some further notice should be given? 

Ds That is what they instructed me. 


Q. I thank you, Mr. Fillmore. 


CROSS-EXAMINED by MR. FRAWLEY 
2. Mr. Fillmore, would you turn to the bottom of page 3, 
of your brief? Just to complete the record, Mr. Fillmore, 
N 


have you any instances where the rates of groups A and B to 


Winnipeg are out of line with the groups A and B to Edmonton 
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on a ton-mile basis? Have you some instances? 

iiss Yes; from Fort William -- from what points? You 
mean from Fort William to points in Alberta? 

Q. I just thought that if your working papers indicated 
Some instances we would complete the record by putting them in, 
Brel is all, Mr.’ Fillmore + Just two or three of them; I 
don't want many. 

A. This is what I had in mina: rates from Fort William, 
Ontario, to Calgary based on actual mileage -2°y will fite this 
and give Mr. Frawley a CODY == £1 PTrst classe is $1.62 for 420 
miles, Port William to Winnipeg, and it is $1.74 for 822 miles 
beyond Winnipeg to Calgary. That is, it is $1.62 Fort 
William to Winnipeg, and it is $1.74 from Winnipeg to Calgary, 
which is twice as far. im the fifth claés 45 ws 74 cents 
for 420 miles to Winnipeg; it is 76 cents for 822 miles beyond 
Winnipeg. That is, 74 cents from Fort William to Winnipeg, 
Pitth class, $1.50 from Fort William to Calgary, 1242 miles. 
That is based on the actual mileage. Now, if you take the 
constructive mileage,first class, from Fort William to 
Winnipeg is $1.28, and for the 822 miles beyond Winnipeg 
to Calgary $1.86, making $3.14 for the constructive mileage, 
Fort William to Calgary, as against $3.36 based on the actual 
mileage, standard class rates. 

Q. Thank you, Mr. Fillmore. Now the other class, that 
is, the rates from the central provinces to Winnipeg versus 
central provinces to Edmonton, on a ton-mile basis -- just 
One or two of those? 

A. I have no examples here, but I think the rate from 


the east to the head of the lakes would be the thing. You 
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would only have to add that on to these rates, as I under- 
stand it. 

Q. APL epiehts 7 thought perhaps you had them there, 
and the record might be completed. Now will you turn to 
your list of rates, the first schedule following page 7. 
Are these twelve instances the result of going thoroughly 
through the transcontinental competitive rate Caritr, or 
are they just some taken at random? 


A. I am instructed they are taken at random. 


Q. M notice, looking at it, Mr. Fillmore, that only 
Been respect to item 1 is the rate from groups A and B to 
Winnipeg higher than the rate from groups A and B to Vancouver 
-- and 3, I don't know whether that is in the same class or 
not -- canned goods and pickles and vinegara. Would you 


Cast your eye over the list and see? I think that is right. 


de. Yes. 

Q. Mere is not much apex in Manitoba, then, I take 
1b? 

A. I don't know what that means. 


Q. Mr. Fillmore, did I understand YOu to say to. Mr 
Commissioner Angus that the attitude of the Winnipeg Board 
Of Trade was that you wanted to retain your Beographicsl 
advantages, and those areas which have geographical 
disadvantages were Just to be left with them? Would that 
be a right paraphrase of what you said? 

hs Well, that is rather an awkward Situation, because, 
While I represent the Winnipeg Chamber of Commerce we have 
had no referendum, and I do not know the view. We have 
two thousand members, and I do not know the majority views 


On that subject, but it seems to me to be logical, if the 
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it rates are based on the length of haul, well, what | 


you going to do to make up to some out-of-the-way place 


the disadvantage of its geographical location? 


(Page 165 follows) 
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Q. I thought that was what you-meant,.. That is 4 
nice neighbourly sentiment, anyway. You are not one of 
those people that think you 3re going to get some of our 
natural gas down here? 

A. Well, I don't know about that. 

CROSS-EXAMINED by MR. BRAZIER 

Q@. I wish to ask a few questions of Mr. Fillmore with 
respect to the trans-continental rates. You have already 
told my learned friend, Mr, Frawley, that these twelve 
examples are taken at random from the trans-continental 
Gerifft? 

A, That is what I am instructed by the gentleman 
employed by the Winnipeg Chamber of Commerce in connection 
with freight rates. 

Q@. When a shipper is considering a specific rate on 
2 commodity, is it only necessary fcr. him tonconsiden, the 
rate in dollars and cents or are there other factors thav 
he must look into? 

A. Well, I am not in trade and commerce. If you 
wish to ask questions along that line I will ask one of 
the committee to answer them. 

Q. Let me put this question and probably it will 
Pamplify it. Looking at example No. 1, canned goods, you 
Will note that the carload minimum on the rate of 
$1.33 to Vancouver is 60,000 pounds whereas the carload 
minimum on the $1.38 rate to Winnipeg is only 24,000 
pounds? 

A. Yes, 


Q. Do you think that is a factor that a shipper would 
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take into consideration as well as the rate? 

A, Well, I would think so but I don't know. I am 
only guessing. 

@. Taking that same example can you tell me what 
revenue the railways would receive from a minimum carload 
Shipment to Vencouver as against the revenue in dollars 
and cents that they would receive on a minimum carload 
Shipment to Winnipeg? 

A. No; the answer is no. 

Q@. I have worked it out, and I would ask you to 
check these figures. It is very easy to do. On the ship« 
ment to Vancouver the railways would receive $798. 

THE CHAIRMAN: On how many pounds? 
MR. BRAZIER: On 60,000 pounds, which is the 
minimum. 
THE CHAIRMAN: How much? 
MR. BRAZIER: $798. That is 600 times the rate 
O11 633, TL have worked these out quickly, and there may 
be some arithmetical errors, but on the shipment to 
Winnipeg -- 
THE CHAIRMAN: 24,000 pounds? 
MR. BRAZIER: 24,000 pounds -- the railways 
would receive $431.20. That is 240 times the $1.38. I 
Stand corrected; it should be $331. That is to say, the 
railways will receive twice the revenue on the car going 
to Vancouver as they would on a minimum carload coming 
to Winnipeg, 
Q. Is that correct? 
A. Yes, but hauling over twice the weight in goods. 


Q@. I suppose you would have no information as to 
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what additional cost there is to the railways in hauling 
twice the weight in a single car? 

A. No, I have not the remotest idea. 

@. I draw your attention now to one other example, 
item 4, malted milk. I do not know whether that is ship- 
Beumre carload \lots;-but it is apparently in the tariff 
and is used. I suggest to you on a minimum shipment to 
Vancouver the railways receive $1,254, and on a minimum 
Shipment to Winnipeg they receive $400. Do those 
Seem approximately correct to you? 

A. Yes. 

@. And that applies in most of these examples that 
you have given here. The carload minimum to Vancouver 
is much greater than the carload minimum to Winnipeg,is 
it not? I think there is one where it is lower to Van- 
couver. 

A. There is one where it is lower to Vancouver. 
Some are 36,000 against 30,000 -- 

Q. Except for the one. 

A. 40,000 against 30,000; 40,000 against 24,000; 
30,000 against 24,000; 20,000 against 24,000. 

THE CHAIRMAN: Mr. Brazier, what rates apply 
in these cases on less than these minimum weights? 

MR. BRAZIER: I presume, Mr. Chairman, that the 
less than carload rate would be substantially higher than 
these rates, very Substantially higher. As I understand 
it today there are very few trans-continental rates in 
less than carload shipments. Most of those have been 
removed from the tariff completely. 


Q. Looking at one other example, No. 5, hardware 
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and tools, you see there that you have a higher minimum to 
Vancouver, 36,000 as against 30,000 to Winnipeg, and the 
pate to Vancouver is $2.58, ana that to Winnipeg $1.38, 
Take a shipment of hardware and tools from Montreal to 
Winnipeg, and one from Montreal to Vancouver. Winnipeg 

is approximately half-way to Vancouver; is that correct? 

A, I think that is about Paohit. 

Q@. Now, you have already approved of the principle 
Se eveperingiin rates; am I correct? 

A. I have not approved of: it. - I said thata+ 
exists. 

Q. Are you asking to have that changed? 

Roost am not. asking anything; you are asking me. 

Q. Taking into consideration the principle of taper- 
ing, do you not think that the rate to Vancouver and the 
rate to Winnipeg appear to be very fair? The mate to 
Vancouver is not quite double, but it is very close to it. 

A. That does not seem Veuy, Much aout sofa kine. 

Q. You would not complain normally about a rate of 
that nature, would you? 

Mi. “COVERT set sam wondering if it would not be 
better for the expert to answer these questions. I under- 
Stand that Mr. Fillmore does not pose as an expert, and if 
the expert 1s here it might save the time of the Com- 
mission. 

THE WITNESS: I do not think my answers would 
be of much value. 

THE CHAIRMAN: Q. Have you somebody else who 
Can answer on these matters? 
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THE CHAIRMAN: Mr. Brazier, why not ask him? 
Let us have qualified witnesses, 


JOHN WALKER, Called 


BY MR. BRAZIER: 

Q. Mr, Walker, I was Just speaking of item Now Ss 
cited in the brief, hardware and tools. | 

A. Yes, 

Q. What criticism have you as a transportation ex- 
Here Oot the differential in the rates here? 

A, The rate from Montreal to Vancouver is $2.58, and 
to Winnipeg $1.38. The rate from Winnipeg to Vancouver 
would be $2.07. 

Q. These are trans-continental rates you are dealing 


with here? 


A. Yes. 

Q. Let us not confuse it with local rates, 

A. Why not? 

Q. There are different considerations there. This 


Whole section of the Chamber of Commerce brief is 
directed to an attack upon the transgcontinental rates? 

A. Yes. 

Q. On that basis what complaint have you as to the 
difference between these two rates as shown in example 
No. 5? 

A. Well, we think that this $1.38 rate is too high 
compared with the Vancouver rate. 

THE CHAIRMAN: Q. Pardon me, but we did not 


hear you. What did you say? 
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A. The rate from Montreal to Vancouver of $2.58 as 
compared with $1.38 to Winnipeg - we consider the Winnipeg 
rate is too high. Winnipeg has got to Ship to Vancouver at 
a pate of $2.07, and if you add $2.07 to $1.38 it gives a 
rate of about $3.45 as against the Montreal to Vancouver 
rate of $2.58, 

MR. BRAZIER: Q. You are making a comparison 
of the through rate and the logal rate, are you not? 

A. Well, they are all tied in together, 

Q@. I have not seen anything in your Drier) unei sd 
you mentioned it now, that the rates from Winnipeg to 
Vancouver are too highs) Lists Simply that the comparison 
of rates between Montreal and Veymcouver, and Montreal and 
Winnipeg is out of line? 

A. Yes, 

THE CHAIRMAN: Pardon me a moment. In item 5, 
the rate of $2.58, with a minimum of 36,000 pounds, is 
from where to Vancouver? 

MR. BRAZIER: Groups A and B are Ontario, the 
industrial sections of Ontario and Quebec. It extends 
from Toronto to Montreal. 

THE WITNESS: Montreal and Toronto. 

THE CHAIRMAN: Q. To Vancouver? 

Be LES 

MR. BRAZIER: And from the same point to Win- 
nipeg. 

THE CHAIRMAN: To Winnipeg. 

MR. BRAZIER: I was taking Montreal to Winnipeg 
and Montreal to Vancouver because Winnipeg is halfway 


between Montreal and Vancouver. 
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THE CHAIRMAN: Yes, 
ME AsBRAALER:.-Q. Actually on a mileage basis 
these rates are very comparable, are they not? 

A. I would not say so. 

Q. Even if you double the rate, which is all you 
would have to do on a mileage basis, you would only have 
$2.76 to Vancouver? 

A, er¥es. 

@. When you take into consideration the accepted 
peinciple Ever tapering rates plus the fact that the car- 
load minimum to Vancouver is ereater, thanai testo Winnipeg, 
would you still say that these rates are out of line? 

As Yes, 

Q. Why? 

A. Well, Winnipeg has got to ship out to Vancouver 
as compared with the Montreal rate to Vancouver. 

@. This shipment is going either to Winnipeg from 
Montreal or to Vancouver from Montreal. It has nothing 
to do with anybody in Winnipeg. 

THE CHAIRMAN: That is just the point. It seems 
to me that the witness is introducing the element of a 
Shipment from Winnipeg to Vancouver. 

THE WITNESS: That is correct. 

THE CHAIRMAN: That is not within the purview 
of this page here, 

MR. BRAZIER: No. 

THE CHAIRMAN: These figures are prepared to show 
the rate from eastern Canada to Vancouver, and from eastern 
Canada to Winnipeg? 


MR. BRAZIER: That is right. 
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THE CHAIRMAN: Q. You say then that these higher 
rates from eastern Canada to Winnipeg operate against you 
when you Ship from Winnipeg to Vancouver? 

fhverTRat sis Peo 

THE CHAIRMAN: That ig new. That is another con- 
Sideration there, 

MR. BRAZIER: That has not bean covered previously 
in the brief at all, 

THE WITNESS: Perhaps not. 

THE CHAIRMAN: From a practical point of view we 
would like to know what importance there is in that feature, 
Perhaps you are not prepared, Mr. Brazier. 

MR. BRAZIER: I do not know if Mr. Walker can tell 
us. 

Q. Are you competing here in Winnipeg with anyone in 
Montreal, a manufacturer in Montreal, for traffic to Van- 
couver? 

A. Yes, definitely go, 

Q. In hardware and tools? 

A. Well, yes. 

Q. A manufacturer here in Winnipeg or a distributor 
in Winnipeg? 

A. It is a distributor. 

Q. A distributor in Winnipeg who buys his product 
from Montreal. 

THE CHAIRMAN: He pays for it at the rate of 
Mo Gon they30,000 pound Wasis. That is right? 

MR. BRAZIER: That is Pi she: 

THE CHAIRMAN: Then he wants to ship it further 


to Vancouver, 
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MR. BRAZIER: He wants to distribute it in Van- 
couver, and I understand that the witness is complaining 
because the distributor in Winnipeg cannot get the goods to 
Vancouver as cheaply on the two rates as the manufacturer 
can from Montreal on a Single rate. 

Q. Is that correct? 

fe That: is right, yes, 

Q. If the distributor in Winnipeg was Selling those 
goods in Vancouver he could order them from the manufacturer 
in Montreal and have them ship it right through to Van- 
couver at the $2.58 rate? 

we ¥en 

Q. He does not have to bring them here to Winnipeg 
and then reload them and send them on? 

A. No. 

Q@, ‘So atf he is Selling these goods in Vancouver he 
is not hurt in any way. 

A. Well, he is also competing for business in 
Edmonton and Calgary. 

Q. I will leave that to my learned friend, Mr. 
Frawley, but you will agree with me that comparing that 
with the trans-continental rate in item 5 the rate appears 
to be fairly well in line? 

A, If you take item No, 5, but what about item No. He 
the rate on canned g00ds? From Montreal to Winnipeg it is 
higher than it is from Montreal to Vancouver, 

Q. I suggest to you there that the difference in 
the carload minima make the rates rather difficult to com- 
pare? 


A. I do not see why the minima have very much to do 
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Q. Well, if you were a distributor would you not 
rather buy your goods in 24,000 pound lots than in 60,000 
pound lots? | 

A. Well, I don't know; that is a matter of finance. 

Q. Financing, and also not having to buy so much at 
one time? 

A. Perhaps so. 

Q. There are other rates there besides item No, 5 
which seem to be fairly well in line, Let us take the last 
one, the rates on refrigerators. [I presume that is a big 
item of shipment between eastern Canada and Winnipeg, and 
eastern Canada and Vancouver. Do you tink that is correct? 

THE CHAIRMAN: Which is that? 

MR. BRAZIER: The last one, refrigerators, 

THE CHAIRAAN: Item 12, 

MR. BRAZIER: /as far as I know all refrigerators 
in Canada are manufactured in Ontario and Quebec? 

me ot think that is probably correct. 

Q. Comparing the rate to Winnipeg as against the 
trans-continental rate would you say that they are fairly 
Well in line? 

A, Well, Winnipeg is less than halfway across the 
continent, and considering that I do not think it is. 

Q. I thought we agreed that it was about halfway. I 
am not sure of the exact mileage. 

A. It is a little less than halfway. 

Q. There is about fifty miles difference? 
A. All right. 
Q. 


Then when you take into consideration again the 
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principle of tapering, which you agree should be applied to 
rates on shipments over the longer distance -- 

A. I do not agree to that, no, 

Q. You do not aeree to it? 

Ay Lb sl fair ibut Wl do not agree to it, 

Q. You believe that the rates should be set entirely 
on a mileage basis without any consideration for the dis- 
tance shipped? 

A. Well, I don't know about that. 

Q. I do not think the Winnipeg Chamber of Commerce 
would be very pleased with that, would they? 

A. No, perhaps not. 

MR. BRAZIER: That is all. 

THE CHAIRMAN: Mr, Evans? 

MR. EVANS: I have nothing to ask, 

MR. COVERT: No questions. 

THE CHAIRMAN: Thank you, Mr. Walker, 

MR. COVERT: Q. Before we leave Mr. Walker, per- 
haps for the record you might tell us what your position 
is. You are a traffic expert, are you not, employed by the 
Winnipeg Chamber of Commerce? 

A. I am employed by the Winnipeg Chamber of Commerce, 
I am Secretary of the transportation bureau. 

THE CHAIRMAN: What is next? 

MR. COVERT: The next one is the Manitoba Feder- 
ation of Agriculture. I believe Mr. Shepard proposes to 
introduce them. 

MR. SHEPARD: This is Mr. J. Wilton, a director 
of the organization that is appearing. 

THE CHAIRMAN: Mr. Wilton is going to read the 
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brief? 

MR. SHEPARD: Yes, Before he does so I Should 
like to say that, in my capacity acting for the Manitoba 
Sovernment, I have been asked to introduce several of the 
Subsequent briefs which Will be brought before your Com- 
mission. I have algo been instructed by the government to 
be of what assistance I can to these gentlemen who are going 
to present briefs on behalf of various organizations. I 
think in fairness to the Manitoba fSovernment I should state, 
however, that the views expressed by these gentlemen do not 
necessarily coincide in every respect with the attitude of 
the government of Manitoba on certain of the matters, but 
I am available to them to assist the Commission in getting 


their briefs presented, 


J. WITTON, Called 
te VEL EO 


THE CHAIRMAN: We will begin by hearing this brief 
read by Mr. Wilton? 

MR. SHEPARD: Yes. I think it might be well ane 
tI asked one or two preliminary questions of Mr. Wilton so 


that you will be familiar with who he is" 
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Qe Mr. Wilton, I believe you are a director 
of the Manitoba Federation of Agriculture and 
Co-Operation. 
bh. 2Yes ea8irs 
Q. And I notice that this brief which you are 
about to read is signed on behalf of the Manitoba 
Federation of Agriculture and Co-Operation, by Mr. 
C. E. Wood, the President. 
Baye Thats, Fieht. 
Q. I understand there is a good reason for Mr. 
Wood's absence, and I think perhaps the Commission 
should know what it is. 
A. Mr. Wood is attending the I.F.A.P. conference 
at Guelph, Ontario, at the present,time. ~Thatuts, 
the National Farmers Agricultural Organization. 
THE CHAIRMAN: Very wel], Mr. Wilton, if you will 
proceed. 
THE WITNESS: The Chairman and Commissioners, 
Royal Commission on Transportation: The Manitoba 
Federation of Agriculture and Co-operation is a farmers' 
organization embracing all the agricultural co-operatives 
in Manitoba, whose combined membership includes 
approximately 80 per cent of the farmers in the province. 
The main function of the Federation is to represent 
the views of organized agriculture and the co-operative 
movement in Manitoba, to governments and other public 
agencies and authorities. It also carries on a broad 
program of educational and informational services through 
the media of meetings, mail and press. This program 


is designed to interpret the views of agriculture to the 
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general public, to promote the progress of the 

rural community, and to raise the Standards of farm 
life. Organized democratically and representing farmers 
in all circumstances and in all sections of the 
province, no other organization is better qualified to 
Speak for organized agriculture. 

The federation is also the provincial section of 
the Canadian F.deration of ‘griculture and the Co- 
operative Union of Canada. It is the direct 
descendant of the Manitoba Grain Growers Association 
formed at Virden, Manitoba, in 1903 when farmers first 
sought to solve collectively the pressing problems with 
which they were confronted. Transportation was one of 
the most important of these problems. 

It will be understood that organizations such 
as this Federation do not have the means or personnel 
to make exhaustive studies of transportation problems. 
It is proposed, therefore that in this presentation, we 
will confine our observations more or less within the 
Scope of the Commission's first term of reference: 

Review and report upon the effect, if -anyjor 

economic, zgeosraphic or other disadvantages 

under which certain sections of Canadanfinad 

themselves in relation to the various 

transportation services therein, and recommend 
what measures should be initiated in order that 
the national transportation policy may best 

serve the zeneral economic well-being of all 


Canada. 
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IMPORTANCE TO AGRICULTURE: 2. In a Pioneer society such 
as the one from which we in Western Canada have not 

yet completely emerged, transportation looms as the 

main essential of development. The Prairies, which 
consume only a small fraction of what they produce, need 
adequate and efficient transportation facilities to move 
surplus goods to where they are required. Historically, 
western agriculture developed as transportation was 
available, and the pattern of rural Settlement follows 
first the navizable waterways, later railways and roads. 
A sound and well balancedrailway system is essential 

to the development of rural communities and the growth 
of the agricultural industry. 

A brief study of the history of western agriculture 
reveals that by the turn of the century one were 
already in dispute with the railways over transportation 
matters. Since that time, however, many of those early 
transportation problems of the farmers have been 
solved with the introduction of motor carrier 
competition. Some of the ills were corrected by 
legislative intervention, some by the railways themselves. 
We are aware of the services towestern agriuulture 
Provided by the railways throuchout the yéars, which 
have, for the most part, been adequate and efficient. 
The problems which remain are, in the main, the result 
of geography, and are complicated hy a freight rate 
Structure which discriminates azainst Western Canada, 
imposes upon us a disproportionate share of 
transportation costs, and makes the competitive position 


of western producers more difficult. 
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GEOGRAPHICAL PROBLEM. 3. Manitoba, being 
Situated centrally within our wide Dominion, is a 
3reat distance from Seaboard. It is a long distance 
from the St. Lawrence basin where the bulk of our 
a_ricultural products other than wheat find their 
market. It follows that under those circumstances our 
farmers have to pay more for getting their products 
to market than eastern farmers. Similarly, as 
consumers, they have to pay higher transportation 
charges on the goods . they buy. This is a disadvantage 
or geography which, though rather Serious, is sometimes 
offset by advantages not related to transportation such 
as soil fertility, climate, and large scale mechanization 

Nevertheless the Manitoba farmer, as a 

result of geography, finds himself at a competitive 
disadvantage with those farmers who live more or less 
within their markets. 

COMPETITIVE ASPECTS OF TRANSPORTATION COSTS. 4, 
The farmers on the prairies compete with the farmers 
in the Central Provinces for the markets of Eastern 
Canada, and the markets of Eastern United States to the 
extent that they are avilable. The ability of Western 
farmers to compete Successfully with those of Ontario 
and Quebec depends on their relative costs of production, 
which includes the cost of getting their produce to 
market. The relatively higher costs of transportation 
paid by the West, as had been previously pointed out, 
is due partly to geography and distance, partly to a 


higher average level of freizsht rates. 
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If the rates established were entirely 
equitable as between East and West, the Western 
farmers would then suffer only the handicap of 
distance. If on the other hand, through competition 
or other factors, the rates in effect in Eastern 
Canada are inequitably low then the competitive 
disadvantage to Western mevieu Teares becomes very 
marked, 

We are not Suggesting that all geographic 
disadvantages shoud be equalized by adjusting the 
freight rate structure. What we do suggest is that the 
West should not be further penalized by higher freight 
rates than those in effect in areas with which the West 
is competing. In other words, we accept our natural 
disadvantages providing further "unnatural" ones are not 
imposed upon us. We agree, also that the Railway 
Companies cannot be expected to alter their rates in 
order to equalize costs of production in all parts of 
Canada. In this we concur in the principles laid down 
in the judgments referred to on page 198 Book II Report 
of the Royal Commission on Dominion Provincial Relations; 
"Railways are not required by law, and cannot in justice 
be required to equalize natural disadvantages such as 
location, cost of production and the like." However, we 
maintain that railways, on the other hand, ought not to 
be allowed to aggravate the natural disadvantages by 
unsupervised manipulation of the rate structure. 

We contend that we have unnatural disadvantages 
imposed upon us, Whether or not rate discrimination has 


been practised need not be discussed here at length, 
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Bunce 1 is acknowledged on all Sides. Within the 
freight rate structure are certain inequalities for 
the same class of goods moving equal distances in 
different parts of Canada. These differences manifest 
themselves not only in the Class rates but in Special, 
competitive and distributive rates. 

The Board of Transport Commissioners takes the 
views that the Railway Act authorizes discrimination. 
mye Act, they Say, only forbids discrimination when it is 
undue and unreasonable. Over the years this policy has | 
resulted in the number of discriminatory rates being 
increased We find it difficult to believe that in all 
cases oie consideration has been given for their effects 
outside and beyond the area in which those rates have 
been established. We understand that in a substantial 
mumber of cases low competitive rates of this type 
have been allowed to remain in effect long after the 
original reason for them has disappeared. It will be 
Seen that a substantial lowering of rates ity, Say, Onteric 
ertects the ability of farmers in Western Canada to 
compete with Ontario farmers. 

Lf OUugne to be a principle of rate-making that 
full consideration be given to the effect of rate 
adjustments beyond the area in which those adjusted 
rates are effective; and that the application of thig 
principle should be under the Supervision of a body 
required to act in the interests of Canada as a whole, 
and not left to the discretion of the railways. 


THE EQUALIZATION PRINCIPLE .5,it might be 


expected from the foregoing that our organization 
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Supports the principle of equalization laid down in 
Order-in-Council P.C. 886 of 1925. "That the policy 
of equalization of freight rates be recognized to the 
fullest extent as being the only means of dealing 
equitably with all parts of Canada, and as being the 
method best calculated to facilitate the interbhange 
of commodities between the various portions of the 
Dominion, as well as the encouragement of industry and 
agriculture and the development of export trade." 

We submit that the attitude of the Board of 
Transport Commissioners and the Railways is not one 
which is conducive to the effective application of 
that principle, and that the movement towards the 
reduction of regional differentials ig intolerably 
Slow. It is twenty-four years since the instructions 
contained in P.C. 886 of 1925 were given to the Board 
of Transport Commissioners, and the practical results 
of the Board's administration of the Railway Act is 
that Western Canada still bears a disproportionate 
Sare of the burden of rail transportation costs. It is 
our view that both the Railways and the Board of Transport 
Commissioners are too ready to accept the idea that 
regional discrimination is inevitable. The attitude 
of the Railway companies appears to be that in this 
imperfect world, they must get their revenue where they 
can, If for reasons of competition, or other factors, 
the revenue is not forthcoming in one area, they can 
extract their deficiency from another grea. The views 
of Mr. P. C. Armstrong, Economic Consultant to the 
C.P.R. in this regard are interesting. On a radio 


broadcast from Toronto on February 14, 1949, he said this: 
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"Railway rates have to discriminate between 

lo¢alities in Proportion to distance because they have 
to meet competition. ‘The railways have to discriminate, 
if you choose to use that word, because of distance, 
because of operating diffiaulties, and because of 
competition. They may not discriminate unjustly and 

it is left under the law for the Board of Transport 
Commissioners to decide on every charge that the railways 
have practised unjust discrimination.” the inference 

we draw from this Statement is that all cases of 
discrimination are just and that they have the blessing 
of the Board of Transport Commissioners. We cannot 
Subscribe to this view. 

We believe that oo a result Of this discrimination, 
the Prairie Provinces have to pay a higher average level 
of rates than otherprovinces, end that this disadvantage 
Suent, In’ all fairness; to be removed. 

If the principle of equalization is .applied and 
we think it should be, then some control must be 
exercised at national level to ensure that competition 
between carriers in Eastern Canada is not permitted to 
work to the disadvantage of western Canada. If 
competition forces the widening of Regional differentials 
in rates, then consideration should be given to limiting 
the effects of competition by regulation or other means, 

LOW OPERATING costs ON PRAIRIES:6. It has been 
Stated many times that the prairie economy requires 
cheap, efficient transportation in order to take its 
Products into the export markets at a cost which will 


permit it to compete with other surplus food producing 
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areas of the world. ‘The Railway Companies are fond 
of Saying that freight rates in Canada are lower than 
any other Country. We submit that this fact is not 
too relevant unless consideration is given cheapness 
of operation over the prairie provinces. The criteria 
of cheap transportation is not what the rates are =in 
other 
some/country, but rather the revenue derived from the 
present rates compared to the costs of providing the 
service. 

In dealing with the principle of faves 
reflecting costs, we contend that the grain rates in 
Western Canada can only be appraised by considering! 
the actual costs of hauling grain; and we further 
Subscribe to the view that the present grain rates are 
fully justified, both from the point of costs and the 
economic well-being of Canada as a whole. We understand 

that the province of Manitoba will submit evidence and 
argument at a later date in Support of this view. 

TRANS PORTATION COSTS: 7.It is obvious that the 
people of Canada are particularly those using these 
services must pay for the cost. They are anxious to keep 
these costs as low as possible. We are not satisfied 
that the costs of Operating the Canadian railways are as 
low as they could and should be. Evidence was submitted 
to the hearings of the Board of Transport Commissioners 
on the application for a 20 per cent increase in rates, 
Showing wages effective for certain classes of labour. 
These rates are so high that few of our farmer owned 
Organizations could pay them and remain h business. 


The 17¢ an hour increase granted during 1948 would 
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cost about $67,000,000.00 according to figures given 
by the railways to the Board of Transport 
Commissioners. If these wage increases are to be 
passed on to the public in their entirety then we say 
there ought to be closer public serutiny of railway 
business. The question that arises in our mind is how 
far this inflated cost structure is carried. Does it 
apply as well to maintenance, repair and construction? 
These factors should be investigated in the public 
interests. 

One of the things this organization touched on 
during the Board of Transport Commissioners hearings on 
the application for 30 per cent increase in freLent 
rates in June 1947, was the fixed nature of 
transportation costs, particularly freight PAveS , 
compared with the widely fluctuating values of farm 
commodities. We pointed out at that time that there has 
been instances where freight costs had absorbed almost 
all the revenue from the sale of a particular farm 
product. We do not Say that rail rates ought to follow 
the index of agricultural prices, but we do say thatthe 
fluctuation in agricultural prices points up the urgency 
of having the lowest possible costs so that in times 
of depressed farm prices transportation costs do not 
exact too heavy a toll from agriculture. 

TRANSPORTATION AND TARIFFS: 8.The anti-tariff 
position of this and other Western farm organizations 
is well known. Tariffs on goods entering Western Canada 
from the United States have the effect of forcing us 


to purchase goods from the tariff protected industries 
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of Ontario and Quebec. It also compels us to have 
goods shipped over the expensive rail route between 
Winnipeg and the Eastern Cities. Large manufacturing 
and distributing centres in the U. 3g. are located 
nearby, such as Minneapolis, St. Paul, Milwaukee and 
Chicago. These places are considerably closer to 
Manitoba than Canadian manufacturing centres, and the 
railroads connecting the American centres with Winnipeg 
are built over less costly terrain. It is not 
unreasonable to think that some considerable Saving 
on transportation costs could be made if manufactured 
goods from the U. S. were permitted to enter Western 
wanade tree of duty. It is Also our understanding that 
freight rates on farm machinery from the U. S. are higher 
after entering Canada, than on the same goods 
originating in Canada and hauled an rqqual distance. Such 
Precvices Should be eliminated. 

EFFECT OF DISTRIBUTIVE RATES: 9.Special 
distributive rates based on the regular class rates 
less about 15 per cent, are enjoyed in this province 
only by Winnipeg, Brandon and Portage la Prairie. 
However, those rates apply only on out-going shipments, 
We understand that in the East distributive rates apply 
on both out-going and incoming shipments, and from quite 
a large number of points. We submit that this arrange- 
ment is not in the best interest of our rural 
consumers and producers who, in the end, have to pay these 
rates. For one thing, the restriction on the number of 


points enjoying distributive rates tends to retard the 
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development of other Manitoba centres; secondly, it 
does not seem quite fair to us that there is one kind 
of distributive rate system in Manitoba and a more 
advantazeous one in Ontario. 

In this connection the Railways have agreed to 
another arrangement which, in our opinion, is opposed 
to the best interests of rural Manitoba. That is the 
matter of mixing privileges. Winnipeg distributors 
may bring in mixed carlots of goods of the same 
grouping, break up the carlots and distribute them 
on the distributive rates. While this mixing privilege 
is extended to rural points, it has little reali value 
panee it is, in most cases impractical for small towns 
to take full cars of goods falling within the same 
general heading such as hardware, canned goods or 
machinery. This has the effect of directing nearly all 
the distributing business through Winnipeg since that 
is the only centre capable of distributing full cars 
of one group of commodities. In Easter Canada, 
distributors enjoy carlot rates on cars of mixed goods 
fee descriptions, providing they all take the same 
Pere classification. We Suggest that privileges of 
that type ought in all fairness to be exfiended to Western 
Canada. 

NEED FOR A FRESH APPROACH: 10. The freight rate 
structure with all its various class rates, special 
commodity rates, statutory rates and so on has grown 
into a most confused and complicated picture. The rates 
have been under constant revision and change for so many 
years that it.is difficult to find any basic pattern 
Or principle in them. After adjusting rates piecemeal 


for a long period, the railways have now taken to 
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applying for blanket increases, We Suggest that both 
methods are wrong. 

It is our view that an entirely new approach to the 
problem of transportation and transportation costs 
is badly needed. ‘The whole rate Structure should be 
revised, Simplified, and a new one put in its place, 
which will meet the new requirements of the changed 
Canadian economy and which can be understood by the 
Seneral public, 

SUMMARY OF ARGUMENT: In conclusion our 
arguments may be summarized as follows: 

(a) The Western producer is placed in a difficult 
competitive position because of a freight rate Structure 
which discriminates against Western Canada and imposes 
a disproportion share of transportation costs. 

(b) The Manitoba farmer, as a result of geography 
is at a competitive disadvantage with farmers who live 
more or less ere their markets. 

Pej e Lt couehtodto. he 4 principle of rate making 
that full consideration is given to the SPlCCe OL mate 
adjustments beyond the area in which those adjusted 
rates are effective; and that the application of this 
principle should be under the supervision of a body 
required to act in the interests of Canada as a whole, 
and not left to the discretion of the Railways. 

(da) The principle of equalizatinnof freight rates 
Should be applied and it is suggested that some control 
Should be exercised at national level to ensure that 
competition between carriers in Eastern Canada is not 


permitted to work to the disadvantage of Western Canada. 
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(e) The grain rates in Western Canada can only 
be appraised by onsidering the actual costs of hauling 
grain; and that the present grain rates are fully 
Justified both from the point of costs and the economic 
well-being of Canada as a whole. 

(ie Where should be a @iéser publ Te scrutiny of 
railway business to insure that there is no inflated 
cost structure creating a burden on the public, 

(g) The elimination of duty on U. S. goods 
entering Canada would result in savings in transportation 
eo>t, due to proximity ‘or U, Ss’. manufacturing centres. 
Also, that the higher rates on farm machinery after 
entering Canada from the United States than for an equal 
distance in Canada should be eliminated. 

(h) The present system of distributive rates 
Should be effective both ways in Western Canads within 
the distributing areas; that the number of centres 
enjoying distributive rates should be increased; and 
tat the mixing privilege should be exténded to equal 

those in effect in the East. 

(i) The whole freight rate structure should be 
revised, simplified and a new one put in its place whith 
will meet the new requirements of the changed Canadian 
economy, and which can be understood by the general 
mu. Lc, 

Respectrully Bubmittved 


MANITOBA FEDERATION OF AGRICULTURE AND 
CO-OPERATION 


C. E. Wood, President 


raed Fe 
> 4 oaitod= 
f 1) 


baud Litireh: 7 


mo ehrasd ‘rene ia 


- 


194 Mr. Wilton, cr. ex. 


THE CHAIRMAN: Now then, does anybody have any 
questions to ask? 


MR. FRAWLEY: In the circumstancés, .Mr, 


Chairman, perhaps I should begin, 


MR. FRAWLEY: Q. Mr. Wilton, I am interested in 
what you say about the difference in the mixing 
privilege in Eastern Canada and in Western Canada. 
Has your organization taken up with the railways the 
question why Western Canada does not get the same 
mixing privilege as Eastern Canada? 

A. I could not be too sure of that one: 

Q. Are you aware that the Canadian Pacific 
Railway says this at page 26 of its outline» brief: 

"The Canadian Pacific Railway Company has 

no objection to the establishment of uniform 

mixing privileges throughout Canada. However, 

it has never been possible to obtain an 
agreement between the shippers in the East 

and those in the West as to the basis upon which 

uniformity could be achieved." 

Do you know that is the difficulty,the failure to get 
an agreement between the shippers in the East and the 
Shippers in the West. 

THE CHAIRMAN: What page of the Canadian Pacific 
brief is that? 

MR. FRAWLEY: Page 26, Mr. Chairman, and at the 
top of page 27 it goes on to say: 

"The Board of Transport Commissioners has ample 


authority to hear any complaint with regard to 
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mixing privileges and no question of 
economic or other policy such as would 
require the intervention of your Commission 


is involved in this submission." 


Do you regard this failure to afford to the West 
the same mixing privileges to the West as to the 
East as a matter of importance? 

A. We understand there are special cases where 
the distributing rate works both ways, but they are 
not available unless you can make a dealwith the 
railways for them. 

Q. I am not talking about distributing rates, 

I am talking about the mixing privileges which are 
apparently given out in the East rather than in the 
West. You have raised the point. You say that the 
present practice should be eliminated, do you not? 

A. In so far as it is Ciscriminating against 
the West. 

Q. That is right. You Say that is wrong. 

ae hao 1s) rieht:. 

Q. That is right. So do I, if that is any help 
to you. Now, Mr. Wilton, will you tell me if you regard 
tt as something of importance to your organization. 

A. I should think it would De 825. OF ie owoule 
not be in here. 

Q. Have you made any approach to the railways to 
find out why you cannot get the same treatment in the 
West as they give in the East? 
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Q. No, Mr. Wilton. I wish that you would just 
explain a little bit on the statement you made at the 
bottom of page 9 which I believe is very much worth 
while calling to the attention of the Commission, 

You say in your last line on page 9: 

"It is also our understanding that freight 

rates on farm machinery from the United States 

are higher after entering Canada than on the 

Same goods originating in Canada and hauled 

an equal distance. Such practices should be 

eliminated." 

Can you expand upon that a little bit for the 
information of the Commission? 

A. I could give you an illustration but it 
won't be an example. Supposing a load of machinery 
left Noyes, Minnesota, and Winnipeg, Manitoba, for 
Regina, the same carload. It would oost us more to 
ship it from Noyes, the same distance, as it woulda from 
Winnipeg. 

Q. Iam talking about farm machinery originating 
h the middle west. manufacturing centres. Take Rock 
Island, ThLInois .s Do you know the makeup of the machinery 
or the rate on machinery from Rock Island through 
Noyes to a point in Manitoba, Saskatchewan, Alberta or 
the interior of British Columbia? 

A. No. 

@. Where did you get that information? What you 
Say is Precisely my understanding, but I wanted you to 
€xpand on it. Can you tell us something more about it? 


A. No, that is my understanding. 
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Q. We will be putting something in later, but 
I thought the witness mew something about it. 

MR. O'DONNELL: Q. At the top of page 4, Mr. 
Wilton, your brief Speaks of the higher average level 
of freight rates in the West. What evidence have you 
in support of that statement? What is the basis of that 
statement? 

A. What page is that? 

Q. The top of page 4, Mr. Wilton. 

THE CHAIRMAN: The relatively higher costs. 

MR. O'DONNELL: Q. Yes, the higher average level 
of freight rates. 

A. I believe the Manitoba government is bringing 
in supporting evidence about oe 

Q. So you personally know nothing abut that? 

A. No. 

Q. I take it that, in so far as you know, your 

federation relies Solely on what may be brought ‘by 
the Manitoba government in Support of that allegation. 
Is that correct? 

A. No. 

Q. Well, if it is not correct, what evidence have 
you in support of the statement? 

A. I believe that was submitted, was it not, in 
the 30 per cent freight rate hearings. 

Q. There were a lot of things submitted in that. 
Iwas asking if youwuld tell the Board what evidence 
your federation, that is the Manitoba Federation of 


A8riculture and Co-Operation has in support of that 
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MR. SHEPARD: The Commission might like to have 
a reference to exhibit 326 in the 30 per cent case. 

THE CHAIRMAN: Exhibit 326 in which case? 

MR. SHEPARD: The 30 per cent case. 

THE CHAIRMAN: Does that contain the admission 
that Mr. Wilton refers to? 

MR. SHEPARD: Yes. That is an exhibit that was 
filed as part of the Manitoba case. 

THE CHAIRMAN: What does it show? 

MR. SHEPARD: It shows a differential in the 
general level of rates eastward of 14 per cent. 

MR. O'DONNELL: That was highly contested and not 
accepted by the railway or by the Board. 

THE CHAIRMAN: Was it accepted by the Board? 

MR. O'DONNELL: Not in the initial instance; 
in .so far as the Board's original judgment in the 21 
per cent case is presently under review, Mr. Shepard is 
right in pointing out that the matter might still be 
lis pendens. But that exhibit 326, which was prepared 
by a witness on behalf of the Manitoba Government, was 
very scrupulously criticized by the railway experts who 
advised in connection with it, and in my respectful 
Submission the Commission, upon examination, could 
readily come to the conclusion that it was not altogether 
exactly what it is Suggested that it represents. 

THE CHAIRMAN: We are to hear more abut it then, 

Mi. O'DONNELL: 1 assume that we will, Mr. Chairman. 

MR. CHAIRMAN: And Mr. Wilton relies on that. exhibit. 

THE WITNESS: be 

MR. O'DONNELL: Q. Obner than that, you have no 


liad ee a 


La 


Wilton cr ex 


information of your own knowledge? 

as oNe. 

@. That satisfies me. And at the bottom of 
page 4 of your brief there igs a reference to "unsupervised 
manipulation of the rate Structure." What do you mean 
by that? 

THE CHAIRMAN: Where ig that? 

MR. O!DONNELL: At the bottom of page 4, the 
last line in the penultimate paragraph, the third line 
from the bottom. 

THE CHAIRMAN: Oh yes, unsupervised. 

Me yOI DONNEL Ls OQ: Unsupervised manipulation of 
the rate structure. What had the Manitoba Federation of 
Agriculture in mind when it incorporated those words in 
is brief? 

A. it is our understanding that the railways may 
adjust rates so long as they are below the class rate 
for the particular Item . 

Q. Then the objection rests On matters of that 
kind? 

A. Yes, 

Q. And you are aware, I take it, that anyone, 
any shipper, or anyone, who feels that such ‘a rate is 
adverse to his interests may appeal to the Board for a 
review of the rate? 

Ae Yes, 

Q. On the basis of any discrimination, unjust 
discrimination? 

A. Yes. 


@. And you now that the provisions for complaint 
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to the Board is relatively Simple. I heard Chief 
Commissioner Cross Say that you merely had to write 

a letter to the Board to draw its attention to your 
complaint and it would be given Study. Are you'not aware 


of that type of procedure? And when I say "you", I mean 


your Federation? 


A. Yes. 

Q You do know of that type of procedure? 

Aw Yes, 

Q@. Do you Suggest that it is inadequate, that a 


Simple procedure of that kind would not be sufficient 
for the purpose of reviewing any situation which might 


a adverse to any given Shipper. 


Page 196 follows 
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an If it was used it woula be --- 

QQ. Well, it is there to be used, isn't) 1¢4 We can 
agree on that? 

ie Yes. 

Q. And if anyone wants to use it is very Simple to 
put machinery into motion? 

a Len. 

Q. Well, now, have you any other suggestions which 
you would like to put forward to the Commission as addi- 
tional Opportunity for review or for adjustment of any 
complaint which a Shipper might have or an interested 
party might have? 

Ae No, I have no other. 

Q. Then in your view could we agree that the present 
Provisions in the Act, the Railway Act, are adequate for 
the purpose of taking care of these complaints of the nature 
that you have in mind? 

Ne No> Dodon'! think T° can Saye thate. 

THE CHAIRMAN: The complaint is that the machin- 
ery of dealing with these rates is unsupervised. 

MR. O'DONNELL: ves, my lord arer Suggested to 
the witness that any Shipper or any interested perty who 
had a justifiable complaint on the ground that he was 
being unjustly discriminated against has his right of 
appeal to the Board of Transport Commissioners. 

THE CHAIRMAN: How does he find out that he is 
being discriminated against 

MR. O'DONNELL: I think he soon finds out if he 


is competing. I understand that these business people have 
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their ears pretty close to the Evound, and if they are losing 
business to a competitor who has a better rate they soon find 
But. That ie in practice, as I understand it, what happens. 

THE CHAIRMAN: Well; is any notice given to him or 
to the public of the change in rates? 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: And do the rights become effective 
without an order of the Board, or are they effective Sub ject 
to being interfered with by --- 

MR. O'DONNELL: They may be posted and DUE inte 
effect, and thén if they wish to complain they can complain. 

THE CHAIRMAN: &nd the Board may adjust it. 

MR. O'DONNELL: Yes, my lord, and I think the 
Railway ‘ct has a very complete --- 

THE CHAIRMAN: That applies only, though, to re- 
ductions of rates. 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: And those are what you call usually 
competitive rates. 

MR. O'DONNELL: Anything under the standard rate, 
the ceiling rate which is Fixed. If through an adjustment 
of that kind ana through, as I understand Aen ONG comet oe 

THE CHAIRMAN: What is the section of the Act that 
deals with competitive rates? 

MR. O'DONNELL: Section 332, my lord, among 
Others, There are 2 number of them, but that one is the 
One, I think; it reads: 

"Competitive tariffs shall be filed by the 

company with the Board and every such tariff shall 


Specify the date of the issue thereof and the date 
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on which it is intended to take effect: provided that 
where it may be necessary to meet the exigencies of 
competition, or as the Board may deem expedient, the 
Board may make rules and regulations governing the 
filing or publication of such tariffs, and may 
provide that any such tariffs may be acted upon and 
put in” operation immediately upon the issue thereof 
by the company, before they have been filed with the 
Board, or may in any case make a Special order or 
direction allowing any such tariff to go into effect 
as the Board shall appoint." 

But, on the other hand, if anyone has any complaints and 

wants those put into effect, it can be reviewed, and if 

there is unjust discrimination it can be adjusted. 

Then further, my lord, Section 342, the provision 
concerning the posting of taritie . These tariffs must 
all be kept on file in a convenient place, Open for the 
inspection of the public during office hours, a copy of 


Gach of its tariffs at the following places respectively: -- 


"(c) Competitive tariffs, at each freight station 
OF Oltice of the company where goods are to be 
received and delivered thereunder;". 
There are a number of other provisions in the Act, anda I 
respectively Suggest that the Commission on study of the 
Railway Act will find that there is, in my respectful 
Submission, ample provision to allow anyone who has a 
justifiable complaint to obtain redress. 
COMMISSIONER INNIS: As a matter of opinion, 


what does it cost to make 2 complaint? 
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MR. O'DONNELL: Nothing at all; the mere marine of 
a letter, Dr. Innis. 

COMMISSIONER INNIS: That's, to Say, it will be 
taken up by the Board Simply on the presentation of 4a letter? 

MR. O'DONNELL: ‘That is the way they proceed. Lie 
is very informal; they have no pleadings; it is done really 
by an exchange of letters or an exchange of correspondence 
Of that Pindseea Simple letter. I heard Chief Commissioner 
Cross indicate to someone on one of the regional hearings 
we were on that if they merely addressed a postcard to the 
Board its attention would be directed to the complaint, and 
if the complaint were found to be justifiable or even required 
further inquiry, the Board would notify the partiestinters 
ested, fix a date for hearing, advise the complainant ana 
the others and inquire into it. 

COMMISSIONER INNIS: Would a shipper be at a 
disadvantage if he were not able to provide counsel 

MR. O'DONNELL: No, because the Board goes on 
Circuit right across the country, and it sits from Halifax 
to Vancouver at convenient places, and whether the com- 
Plainant has counsel or not, in my respectful view, from 
what I know of the machinery and the workings of the Board, 
MLL not prejudice the complainant at all; the Board will 
See that ae play is given, and its experts ys its traffic 
Officers, its tariff experts and all its machinery are 
available to anyone who chooses to draw to its attention 
that a justifiable complaint exists. 

COMMISSIONER INNIS: There seemed to be some 


€fvidence this afternoon, not only in this brief but in 
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earlier briefs, that the information is not as freely avaric 


able as is generally wished. 


MR. O'DONNELL: Well, I think, Dr. Innis; thar a 


certain amount of misapprehension may exist, but from what 


I know that is the way the Board works, and I think Mr. 


Knowles can give the Commission many, many instances of 


Specific cases as to its being operated in a very informal 
way and very readily available to anyone. 

MR. EVANS: May I ada one thing? 

THE CHAIRMAN: Cercainiy. 


MR. EVANS: It is a rather important one, I think, 


although it has power to do so, 
never awards costs against a losing complainant. There has 
never been a case in my experience, and I do not think there 


has ever been 2 case where the Board ha 


| 

sir; that is, that the Board, 
| S required a complainant 
{ 


either to put up security for costs or to pay costs in the 
event that his complaint is not successful. 


COMMISSIONER ANGUS: What is the delay involved or 


the time interval between making the complaint and having the 


regional hearing? 

MR. O'DONNELL: The Board has certain rules and 
Pegulations, but there is no lengthy delay. Insofar as the 
Board is able to keep abreast of its business it does so. 

I would think, though, that in the last year and 2 half or two 
years,when it has had General rate increase cases before rane 


&@ certain amount of delay may have occurred; however, I do 


Se ee 


hot think there is any lengthy delay, and the Board can in 
Cases suspend a rate Subject to reviewing it later on, and it 
has done that in several instances even during the pendency 


°f these rate cases, For instance, the railways tried to 
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raise the competitive rates go soon as there was no longer 
any Shgnéticn legally to their doing so, during the 
hearings in the rate cases, and,upon objection by the very 
people who suggested initially that: those competitive rates 
Should be raised, they were suspended. LReren dS (no 


lengthy delay, I think. 


(Page 202 follows) 
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Q. Now, you have no other suggestion with respect to 
what might be done to remedy this So-called unsupervised 
monopoly of the rate Structure? 

A We have not felt that the Board of Transport Com- 
missioners has always acted Possibly as quickly as it might 
or has acted at all in some complaints, and I should like to 
point out alse’ that we are not always instructed when 
rate changes .e made. The machinery rate is an example, 
There is also one other question that Crops up in my mind. 
The consumer of that machinery, the man who DUvee Te. 1s 
not in a position to know whether or not he is being dis- 
criminated against, and he is the very man that should 
make the complaint. The implement dealer will simply say 
that freight rates have Sone up 20 per cent, and this is 
what you pay, and he can like it or leave it. 

And sometimes that is done even though the 
amount of the increase is considerably in excess of the 


actual freight increase. Have you ever found that to be 


the fact? 
A I cannot say so, 
Q Before we leave that point, have you any instance 


of the Board not having acted upon a complaint when drawn 
to its attention? We would not want to leave the broad 
Statement that you made that the Board had not acted in 
certain instances, 

A I cannot think of any specific instance at the 
Present time, but that is the feeling of the farmers. 

Q That is the feeling, but you have no instances 
for the Purposes of the record? 


A No, 
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Q At page 4, Mr, Wilton, in the thirag paragraph you 


say: 
"We are not Suggesting that all geographic dis- 

advantages should be equalized by adjusting the 
freight rate Structure. What we do suggest is that 
the west should not be further penalized by higher 
freight rates than those in effect in areas with 
which the west is competing." 

Do you see those words? 


A Yes, 


Q Can we agree that the Canadian west competes with 
the American farmer in the world market concerning wheat? 
THE CHAIRMAN: You are trying to arrive at a 
definition of those words, "areas with which the vest is 
competing." That is your idea? 
MR. O'DONNELL: Yes, Mr. Chairman, 

Q In other words, the western farmer sells is 
wheat against the American farmer's wheat, does he not? 

A We were not referring specifically to wheat in 
that instance. It was more the eastern market such as 
€8S, poultry and meats. 

Q I am putting it on the basis that it can be 
enlarged to include what I am suggesting to you. We will 
agree that in the west wheat is a very important commodity, 
and that the western Canadian farmer competes with the 
American farmer concerning the sale of wheat? 

THE CHAIRMAN: Are we comparing now freight rates ~ 
in the United States as against freight rates in Canada? 
MR. O'DONNELL: In so far as there is a market 


for wheat, and we heard this morning of the Australian 
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producer, 

THE CHAIRMAN: That was the geographical location, 
distance and water, but I thought when I heard this reaa 
that what the federation had in mind was rather areas with- 
in Canada - "that the west should not be further penalized 
by higher freight rates than those in effect in areas with 
which the west is competing," I thought that meant areas 
within the country because the reference is to freight rates, 
you see, Otherwise you are led to an examination of freight 
rates in Argentina, freight rates in -ustralia, freight 
rates in the United States, I do not think that is what 
was meant. 

MR. O'DONNELL: Possibly I my havehit upon one -- 

THE CHAIRMAN: @. Can you clear that up? 

A Les S12, 

Q [Geis the Question of ipetent rates. 

A The question we are relerring to here i 3 simply 
that we are competing with the farmers eround Toronto, let 
us Say, whose market is within forty or fifty miles, whereas 
we have to Compete against those farmers in getting our 
Product on that market, 

Q On the same market as his? 

A Yes, 

Q That is a market in Canada? 

A That is right. 

MR. O'DONNELL: Let us go back to pages 11 and le. 
On page 12 you refer tr grain rates in western Canada. You 
Say: 

"{@) the grain rates in western Canada can only 


be appraised by considering the actual costs of hauling 


= Hm Li 


judg. tavew. 
Pawe 1. ~~ fa. 


neg he pry 


eee e? A: 2 : SHEA 
cf a es Revit Aran, Upees VOEARE aw: Le . aids ns. & a 


wil ie 


+ 
pile '% " "ete Some r : 
ie wae «ties Sgn ocak eg hel & 


4 25. A 7) = i7. 
ae pis nk a ‘te 


STDC Re. 1 
: 


NP 


-205- Mr. Wilton, cr-ex, 


grain; and that the present grain rates are fully 
Justified both from the point of costs and the 


economic well-being of Canada as a whole," 


In paragraph (b) you state: 
"The Manitoba farmer, as a result of geography, 

is at a competitive disadvantage with farmers who 

live more or less within theip markets," 
What is the market for grain, which is one of the principle 
products of western Canada, and does that not compete with 
the grain Shipped from the American west? All I am coming 
to, Mr, Wilton, is that there LS a tarife covering shipments 
from Winnipeg to Fort William, which is 419 miles, ship- 
ments of wheat in carload lots at a rate of 14 cents, ana 
from York, North Dakota, just across the Line Pavoupuluchs 
Which is likewise not so far across the line, the rate 
for 420.2 miles is 33.8 cents. From York, North Dakota 
fest, Paul - Minneapolis, which is 420.8 miles, the rate 
#2°33.9 cents. There are a number of further instances 
such as from Brandon to Fort William. That is 552.2 
miles, and the rate is 16 cents. From Stanley, North 
Dakota it is 555.8 miles and the rate is 39.52 cents. 
From Northgate, North Dakota, to St. Paul, it is 553 miles 
er the rate is 39.52 cents, what 1 am getting at is that 
it is difficult for me to understand how your federation 
ee? SUSeest that the west is being penalized by higher 
freight rates by the Canadian railways, and I assume 
Particularly with respect to the shipment of wheat, where 
you have that advantage over your competitor just across 
me dine, JT can Give you a few more examples. For 


instance, Calgary, Alberta, is 1,,242 miles from Fort 
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William. The rate is 26 cents. From Eureka, Montana -- 

THE CHAIRMAN: I am not aware yet that any dis- 
satisfaction is being expressed by the shippers of grain 
with the present rates in Canada. Do you find that there 
is any such dissatisfaction? 

MR. O'DONNELL: I find the inference on page 4, 
Mr. Chairman, that they are penalized by higher freight 
rates than those in effect in areas with which the west 
is competing. My respectful submission is that the west 
is competing as tc grain with the farmer just across the 
line in the same market, and that the rates upon which the 
grain of the Canadian farmer moves to the Atlantic seaboard, 
or on the way to it, are much less than those of his com- 
petitor immediately across the line, and that therefore 
there is no penalty. I find that the inference that is 
Set out in the brief is unwarranted. That is all I am 
endeavouring to pointcut. 

THE WITNESS: We had no intention of making a 
comparison with the American farmers across the line. I+ 
is Simply the Canadian economy as we saw it. 

THE CHAIRMAN: You have not in mind the shipment 
of grain to foreign markets in that reference? 

THE WITNESS: No. 

THE CHAIRMAN: In this instance; that is right, 
is it not? 

THE WITNESS: That is right. 


THE CHAIRMAN: That is what I thought. 
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I think that rather narrows the objection, the area 
of the objection. 

MR. O'DONNELL: Q. Yes. Well, on the example 
you gave I submit that, in so far as the wheat end 
of it is shown, your rate is considerably lower than 
that of your competitor; but on the rate which you gave , 
is it your suggestion that you should be permitted to 
compete with a farmer 5O miles out of Toronto 7 tox anything 
of that kind? 

me Well, as I see it. 

Q. Will you answer my question, please, 

Bee LGliis Simply that with the higher rates in 
the West, we accept our geographical disadvantages; 
but the higher rates in the West do add a burden. 

@> “and that is all you have to say with respect 
to that? 

tien Lee, sir, 

Q@. And we have Sone into the question of the 
higher rates, and on that you rely, in support of your 
Suggestion that there are higher rates, on the evidence 
® be made by the Province of Manitoba? 

A. Yes, 

Q@- Well, let us turn to another thing. In the 
reference you make at page 10 of your brief, the second 
from the last Paragraph, you say: 

"In this connection the railways have agreed 

to another arrangement, which, in our opinion, 

18 opposed to the best interests of rural Manitoba. 


That is the matter of mixing privileges," 
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I think my learned friend, Mr. Frawley, asked 
you if your Federation had ever ma@e any application 
to the Board of Transport Commissioners concerning that 
matter, 

MR. FRAWLEY: I askeq him: "To the railways". 

MR. O'DONNELL: Oh, Te the railways. Well, I ask 
you if you know if any application has been made to the 
Board of Transport Commissioners for the incorporation 
of that privilege in the classification rules. 

Ae Noy 

Q. Why haven't you, if that is a source or 
complaint; and I take it that is what you suggest it is; 
that mixing rule which has been in efrect tor many many 
years, Nas “1t\not? 

A. Yes, 

a in fact) I think the history of it goes back 
as far as 1893. Have you followed it through? 

Ae’ Now, 

Q. Has the Federation made any study of the basis 
of this rule? 

Ay - NOt? an exhausted study. 

@. Did you go even to the extent of looking at 
the reports of the Board of Transport Commissioners 
concerning the matter? 

A. I have the information that it is under 
Consideration at the present time; 

Q. Oh, I see. But through these many years, since 
1893, or rather since it was last settled - I think that 
Was about 1925; since 1925 has any application beenmade 


by your Federation to the Board of Transport Commissioners 
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for the extension ofthe mixing privilege to which you 
make reference at page 10 of your brief? 
ee eae 

Q. Well, forthe information of the Commission 
I might indicate that that matter had been gone into 
by the Board of Transport Commissioners an 1925. “and 
General Order 421 of the Board of Transport Commissioners 
issued on the 17th day of July, L025, sand at goes into 
he whole history of this matter of the mixing privilege, 
and that order and that case, which was the Subject of 
the order, will be found reported in volume ac, 
Decisions, and it is CFA No. Lone. 

THE CHAIRMAN: It is what? 

MR. O'DONNELL: Volume 15, CRC Decisions, and it 
is CFA No. 1342. It may be more cOnvenient iil = cive 
the Commission the other reference, and that is volume 
yeh 

THE CHAIRMAN: I am not through with your first 
reference. You say: Volume 15, CRC Decisions, CPA 
1342, 

MR. O'DONNELL: The decisions in this series of 
reports are need consecutively but not numbered by 
fonsecutive pages; so it is CFA No. 1342, 

THE CHAIRMAN: Yes, 

MR. OJDONNELL: And there is another reference. The 
case is reported in another series of reports, Volume 15, 

THE CHAIRMAN: Another volume bhsy 

MR. O'DONNELL: Yes, Mr. Chairman, Judgments, 
Orders, Regulations and Rulings, J.0.R & R.. at page 


177; and the portion I refer to begins at page 181. 
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THE CHAIRMAN: And all this refers back to 1925, 


you say? 


MR. O'DONNELL: Yes Mr Chairman, and it reviews 


the matter of the mixing rule... And there the Board 


went to the 


trouble of reviewing the history of co as 


the Assistant Chief Commissioner, Dr. McLean, pointed 


Puts arid it says: 


"The most contentious matter Submitted to the 


Board in the Prairie Provinees related to viene 


rule governing different articles Shipped in 


mixed carloads at carload rate, known as the 


Le ih ew, . Consequently it appears 


desirable to review the history of this rule." 


There are quite a number of pages in this report where 


the learned 


Assistant Chief Commissioner reviewed the 


matter and pointed out finally that it was something that 


had been discussed at considerable length and was of 


interest to the people in the East and in the West, 


The people in the East got a different arrangement because 


they apparently agreed to a different arrangement. The 


beople in the West who were interested did not go on with 


the arrangement that was made in the Bast. But the matter 


Was reviewed 


Of complaint 


at that time and it has never been the subject 


Since, inesoifar as 1 know, and in so far as 


the witness knows. 


LRhE mayse I witli read these two closing paragraphs 


Which put the matter clearly. The Railways have not any 


Particular interest in this miter one way or another. The 


arrangement was made between the interested people and 


@pproved by the Board. The last two paragraphs read as 


follows: 
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"The adoption of the present mixing rule in 
the West is, as is abundantly evidenced, an 
outcome of adjustment to trade conditions in the 
West. This has been most urgently urged by 
these 'trade interests.' I¢ is not a matter 
imewhich. the railways are really interested. As 
I understand their position, it is a matter of 
relative indifference to them which rule is 
adopted in the West. Their concern is simply 
adequacy of revenue. When a practice which has 
been in existence for years, and which was 
installed at the instance of the shipping Dubie, 
is attacked, a special burden of PrOCE 22 on those 
| SO attacking. A considerable part of what was 
advanced was based on misapprehension. In so far 
as there was specific evidence - and it was meagre - 
ce tell far short of being conclusive, 
It is not the function of the Board to tear up 
rate and rating adjustments regardless of the 
ei recy or such Arrangements. Heveria lly is ee 
true that when rating arrangements and rules 
thereunder have grown up not only with the suppoxrt 
but also as the result of the insistent demand 
of the great generality of the shipping public 
engaged in distributive merchandising, the Board 
Should interfere not because of conjecture but 
because of actual proven unreagonableness or 
unjust discrimination. No evidence justifying 
Such conclusions in regard to the present rule 


has been adduced," 
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Therefore, they did not CLeGUP bad bs 

MR. FRAWLEY: ana that is the wey it remained 
Peeerhe last 21 years. 

MR. O'DONNELL: That is the way I understand alk oe 
and I think that, as the Board then found, it was a 
matter of indifference to the railways, and it still is 
@ matter of indifferance to the railways, at least, 
it is to the Canadian National Railways, and I understand, 
from my learned friend Mr. Evans, that 1¢ is.to the 
Canadian Pacific Railway. And in so far as those who 
are interested in it will take the initiative of having 
the Board review the matter and adjust it again, if it 
meeds tobe adjusted, the railways have not the Slightest 
objection. They did not, at the time, ana they do not 
now. 

You do not possibly know that, Mr. Wilton, or your 
Federation cannot have known that, when it wrote that 
in the brief. That is possible, is it not? 


A. Yes, 


Page 214 follows 


ae eae: Se Mr. Wilton, cr-ex, 


Q. There is just one other matter in there about 
which I might ask you, Mr. Wilton. weltepace as you speak 
OF a need for a fresh approach; it is the last partrofr the 
first paragraph under the heading "Need for Fresh Approach." 
You say the railways have now taken to applying for blanket 
increases, and you Soy thas that ava wrong method. Do 
you know the reason for which the blanket increases, which 
I assume are those applied Tér in-the+2) per cent case and 
the 20 per cent case, Mr. Wilton, were made? Do you 
know the reasons for which those applications for general 
increases were made? They were made to meet rising costs 
Pe elabour and materials -- ts that the reason? Lerni nik 
we can all agree on that. 

MR. SHEPARD: One reason. 

MR. O'DONNELL: Well, I know of no other. The 
applications are written; they speak for themselves. 

THE CHAIRMAN: Well, pardon me; it seems to me 
that "blanket increases" there is something as opposed to 
Piecemeal increases. 

MR. O'DONNELL: Yes, quite, my lord. 

THE CHAIRMAN: After adjusting rates plecemeal 
forea tong period, the railways have now taken to applying 
for blanket increases. What is the point you are making? 

MR. O'DONNELL: I was just asking him if he knew 
what those blanket increases, so-called, were for. In 
my view they were not attempts to make any adjustment 
between rate and rate, as was the piecemeal adjustment 
to which I think the brief refers. It was an endeavour 


by the railways to procure revenue quickly and relief to 


‘lo oreee hs 


{ ue 


ot pe an 
peers 


: 
wis 


iA Take a ruedel a , 


fF Rag owe : 
a 


- 
~~ 


ing. Coda 


Spats 
ft Sit) SEORST 


RIAs ee Oe 
yovnata 1c" 


oa ed ef, Sry sae, aoe 
=e 


Jp ascii eae Pea te, 


hae Mr. Wilton, cr-ex. 


meet the rising costs of materials and wage increases which 
had occurred during the last few years. Now, they were 
not adjustments as between rate Bnd ‘rate wt ward = 
was merely going to ask the witness: 

Q The inference there is, that is a new method of 
doing business, Mr. Wilton, is it not? 

Fe Yeo ae eou la be. 

Q. Well, I am going to suggest to you that there 
is nothing very new or novel about Mts) thateit. wos done, 
percentage increases were eranted to the railways in 
eo, 19184-1920, percentage reductions in 1921 ana 1922; 
all those were instances of percentage increases,or 
blanket increases, as you refer to them; there igs nothing 
Rewsebout that method, is there, as far ag you know? 

Ae (No answer.) 

Q. Well, if you have no answer to that willy you 
tell me what is wrong with that method, then, which is 
eae next point that you make there -- "We suggest that 
both methods are wrong" -- what is wrong with doing it 
that way? 

A. Sir, this is something beyond the realm of 
myself. 

Q. Well, that is quite all right. I do not want 
to be unfair to YOU ,a all, Mo... Wilton, and if you say 
that you prefer to have somebody else answer with respect 
to that, that is quite satisfactory to me. Will your 
Federation have someone come forward who will tell us 
what is wrong with that method? 

es Mr. Shepard may have --- 

MR. SHEPARD: Mr. Chairman, I think perhaps I 


might just explain my understanding of how this brief 
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was prepared. tI think that Mr. McLean, who is the 
Executive pecretary of the Federation, who is the 
gentleman sitting behind Mr. Wilton now, worked with a 
committee which I understand included one or two other 
people. Mee Wilton is an official of ‘the Pederationy and 
it was accordingly for that reason that he was selected 
to present the brief, and I know that Mr. McLean would be 
prepared to answer questions of a more technical nature 
me Wiens able ‘to ido so, if Mr. O'Donnell would like to 
direct them to him, 

MR. O'DONNELL: I have not any objection, my 
Mora, fat all, and I wish to be quite fair to Mr. Wilton. 
mer ec, SAYS thet ts Something that is not within his sphere 
PeeectiVvity, that as quite satisfactory to me, and I will 
be glad to direct those few questions which I have to Mr. 
McLean, if the Commission chooses. 

THE CHALRMAN: All right, then. 

MR. O'DONNELL: Before Mr. Wilton leave use 
my friend Mr. Sinclair has some GuUesE. ons, to rasky 

THE CHAIRMAN: Well, we will hear Mr. McLean 


now. 


d. T. McLEAN, called 
EXAMINED BY MR. O'DONNELL: 
Q. What is your position with the Federation, Mr. 
Mc Lean? 
A. Mr. Chairman, I am Executive Secretary of the 
Manitoba Federation of Agriculture and Co-operation. 
Mr. Chairman, I would also like to voint out 


that I do not pose as a freight-rate expert, but, as we 
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POL Out Inthe beginning of our brief, our organization 
is primarily concerned as an educational body and infor- 
mational organization; we endeavour to obtain accurate 
information and pass it back to our membership, and in 
the doing obtain the accurate Opinion of farm people and 
interpret it as much as possible to the best of our ability. 
MR. O'DONNELL: 9. That is a very worthy 
endeavour. Now, can you tell the Commission, Mr. McLean, 
is it not a fair inference from the Statement in para- 
eitaph No... LO that: the railways have just recently taken 
to applying for blanket mncreases; is there nota sug- 
Bestion there that this is Something novel, something new, 
end is Rt Not @ fact that it is a practice that has been 
followed through many years? 

A. Weil, the opinion of the committee that prepared 
this brief was that the idea of applying blanket increases 
as referred to here was more or less novel in recent 
gates. 

Q . Well, did the Committee know that in EO eOr 
1918 that had been done, and also in 19205 (bye une 
Canadian railways? 

A. Well, it was not discussed what Vou cmIgnt Gall 
around when the committee were GLseuUssine it. 

Q. Did the committee know. that the Government of 
Canada itself had put in a blanket increase in 1918, if 
my date is correct? 

A. That was not referred to either. 

Q. And did the committee know that blanket reduc- 
tions were put into effect by the Board of Transport 


Commissioners in 1921 and 1922? 
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A. When we were Speaking of blanket increases we 
were referring particularly to the 30 per cent application 
fend the 21 per cent appl cation. 

ae Phet te what 1 gathered; but can we agree that 
those two applications were not primarily for the purpose 
of making adjustments ag between rate and rate, that abel 
piecemeal adjustments such ag those to which ‘you refer 
a few lines earlier in the brief? 

h. NESse possibly. 

Q. And that those applications were for the express 
purpose of obtaining revenue or moneys to meet increased 
costs of operation which hag occurred since the war -- 
that is, railway operations? 

A. Theat would be one of the purposes. 

Q. And are you not also aware thet Similar increases 
or Similar methods of procuring moneys to offset increased 
costs of operation were followed by the United States 
roads? That is, blanket increases were put into effect 
Subject to certain exceptions in certain cases -- my 
mriends wil) undoubtedly say that -- but otherwise the 
blanket increases were resorted to as being a most 
practical way of handling a situation which was, in the 
View of the railways, urgent, and the fairest way to 


Spread the increase over all the shippers in the country? 


(Page 220 follows) 
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You wish me to answer that, do you? 
Well, if you understood ae 


Would you repeat the question? 


Oo > “Oo “& 


Would the reporter read it, please? 

MR. SHEPARD: I think tne witness might be justi- 
fied in thinking that he was hearing argument instead of a 
question. 

MR. O'DONNELL: He is an expert who has come 
forward to be examined in lieu of the man who started to 
Paak. I am trying to find out what consideration has been 
given to the matter which is found in the brief, 

THE WITNESS: The first point that the committee 
considered when preparing the brief was the recent 
increases of 30 per cent and el per cent. That is what we 
meant when we referred to blanket increases. 

Mr. O'DONNELL: 

I am in agreement with NOU. 

A But in regard to going back and doing research 
work and finding out the blanket increases in the past in 
Canada and the United States, we did not have the time nor 
the facilities available to do it. 

Q What I am attempting to refute is the inference 
that it was novel and haa never been done before and was 
an unheard of thing. That is the way I read the brief. 

THE CHAIRMAN: Now we are told that it had not 
been done for a long time. 

THE WITNESS: That was your attitude. 

THE CHAIRMAN: That is about all we can take 
from that, 

MR. O'DONNELL: That is jright. Are you aware, 
Mr. McLean, that that objection concerning blanket in- 


freases was discussed at considerabide length in both 


eNOS LSS TON oh 


as 


4 : 
eeeG ea 
bg aig Leos 


NP "cel- Mr. McLean, cr-ex, 

the 21 per cent increase case and the 20 per cent increase 

case. The Commission will find that reported in the 

judgment of the Board, to be Found In 3050 Ol Ren. at page 
65. There you will See the finding of the Chief Commis - 
sioner concerning the objections which were advanced by 
those complaining about blanket increases. At the top of 
page 65 the Chier Commissioner said this: 

"Strong exception was taken by the respondents 
to the granting of a Straight percentage increase in 
freight rates. But, as I view the matter, this igs 
the only workable and practical method of dealing 

| with the question in order to provide the additional 
| revenue required by the railways." 
Further down the page there is this passage: 
"While there are a number of individual cases 
where discrimination in-rates is alleged to exist 
and it may be that Some of these require special 
and separate consideration on another occasion, 
But they do not seem to be so outstanding as to 
require separate treatment in a case of this 


nature," 


He makes reference to the mountain differential and then 
goes on: 
"Upon consideration of the whole situation I 
think that, in this case, the general increase in 
freight rates Should apply equally throughout the 
country." 
Has your federation any Suggestions which might be put for- 
Ward to the Board as an alternative in order that the rail- 


Ways might have increases in the future when it becomes 


PRLOSUEE OES VG Oly Od ie Be Sete eerie rire oe 


wi? AL DSstag7en, Send. oe ree J dotee Lam a 


riot . ar Gaben a Goer Ere ok os ae 


Cr Oe ay 


UP eee Fee” 6 dyes 


Me bet aS 


sf Plea Fy ete ee 


eee fee 3 ererte” 
Bit feel abet ie aay ee ae. rains SoM 

ay eT SU sn Mae ve agers 
yrdemuae eno 


ns 


oe pM com eee Mas Zi ists . 
a Lit 
he aes , ’ ras AS, % toetgety but ipo 683 died ane a a 


wat 
és 
Br icas 3 


Sy “Ser, peer ge, oe ore hs fi j 
Bd AG Bneoeng ha muy 1) 
oF , 7 
en es ec ~ bat 16 ees, bey aes y i f F 
es Wah a eee ey RIL CE gusiieae satel 
; : ‘“* nieeer s 
Bev spies ree eo > 
Nee Pie iOfe SA 
p ~ ~~ a 
wie : F + - 
~ 


ue tee ankle sabe 


C19 ts - aor a 


Sertediac te ae Dag 8 


SS shes a ‘net cee 


“ia i a tik ns 


NP 


-222- Mr. McLean, cr-ex, 


necessary for them to make an application for increases in 
revenue to meet situations such as those which were con- 
templated in the 21 per cent and the 20 per cent cases? 

A Well, the only answer I can give to that would be 
the provision we have already made in our brief, that 16. is 
our view that an entirely new approach to the problem of 
transport and transport costs is badly needed, Going on 
to another section here referring to the Board of Transport 
Commissioners, the point is that in our Opinion - I shoulda 
like to get the exact section. 

Q plied oat 

A We say in the thira paragraph on page 7, Speaking 
about regional differentials in rates, that consideration 
Should be given to limiting the effects of competition by 
regulation or other means. Then, following along from that, 
and answering your question, I state that possibly the 
powers of the Board of Transport Commissioners might be 
enlarged, 

Q Let us go back to page ll, and to the last line 
in the first paragraph of section 10 where you say: 

"We suggest that both methods are wrong.” 
If you can I should like you to indicate how the blanket 
increase method is wrong, and if you have any alternative 
Suggestion to make I am Sure that the Commission would be 
glad to have it. 

A As I interpret that Sentence, the thinking behind 
it at the time was that the powers of the Board of Transport 
Commissioners Should be enlarged. 

THE CHAIRMAN: Q@. What did you say, that the 
Powers of the Board Should be enlarged? 


A Increased, put it that way. 
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Q What would they do then? You are opposed both 
to the piecemeal method and the blanket methoa. What 
would be the new method? 

A TEM eek Voie hee up to the Board of Transport Com- 
missioners to work out a method. Actually we are not in a 
position to say what the Board should do or not dGe but. we 
have confidence that a properly constituted Board with 
proper powers would be able to arrive at a solution. 

MR. O'DONNELL: GQ Ala= fF ‘am trying to get at 
is how the method is wrong. Did your committee look into 
the powers of the Transport Board when they were preparing 
this brief and writing these words? 

A To a limited extent. 

Q Did you go to the extent of looking at the 
Supreme Court case of the government of Alberta versus 
the Canadian National Railways which is reported in 1931 
Supreme Court Reports at page 656? 

THE CHAIRMAN: What volume did you say? 

MR. O'DONNELL: 1931 Supreme Court Reports, page 
656, and particularly the remarks of the now Chief 
Justice Rinfret at page 668, where the Supreme Court held 
that the powers of the Transport Commissioners were of 
the most Sweeping character, and that in connection with 
the 2] per cent case they had all the powers that were 
necessary to deal with the application which was put before 
the Board, 

THE WITNESS: I also understand that in Book 
No. 2 of the Rowell-Sirois report on dominion-provincial 
@ertons that it is stated that the Board of Transport 


Commissioners, although it did have sweeping powers under 
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the Railway Act, was reluctant to take unto itself that 
power, 

MR. O'DONNELL: Q. They were not PeELuc tant in 
the 21 per cent case and the 20 per cent case. They took 
that power notwithstanding the Serious opposition of all the 
provinces, and the Supreme Court confirmed their power 
because on application to the Supreme Court Mr. Justice 
Kerwin refused to allow themto appeal, and said that the 
Board had ample power to hear the matter of these general 
increase cases. That is why I am asking you to tell the 
Commission if your Federation has any other views on the 
matter, why the method adopted was wrong, and what you 
would submit in substitution for that method? 

A Our attitude is that in the past the Board of 
Transport Commissioners has not taken unto themselves that 


power, although they may have in this case. 


Q In those two cases. 
A It is a recent development, is it not? 
Q It is a development that happened about two years 


\ 


Before you wrote your brief, 

A The point is that we are not convinced in our own 
Minds that the Board of Transport Commissioners, as they 
are presently constituted, are prepared to continue on with 
those powers. 

Q I suppose we will have to wait until we present 
another case to them to find whether they will act, but 
they certainly acted in those two cases. 

A There are possible except ions, though. 

Q Has your Federation any suggestion to make as to 


how the powers of the Board of Trans. port Commissioners 
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should be enlarged in connection with increases of the kind 
you refer to in paragraph 10 on Page 1l of your brief? 

A As I stated previously we take the attitude that 
the Board's powers should be increased to handle these 
matters adequately, but at the same time we are Quite will- 
ing to admit that we more or less have attitudes and opin- 
fons on these things, and we hav confidence that the Royal 
Commission on Transportation will possibly be able to make 
recommendations. 

Q Then we will get that down to GOs) lina you 
have no representations to make - when I say "you" I mean 
your Federation - with respect to enlarging the powers of 
the Board of Transport Commissioners? | 

A We think possibly they could be increased, but 
as to Specifically how it Should be done I think that 
Should be left to the experts. 

THE CHAIRMAN: Mr. O'Donnell, while we are 
analyzing this brief, would you clear up for me a point 
that is raise at the bottom of page 9 under the heading 
of "Transportation and Tariffs." You see that the 
Federation complains that it is compelled to buy this 
machinery from industries in Ontario and Quebec by virtue 
of the customs tariff in the first place, and then secondly 
they say in the last line: 

"IGM ta also our understanding that freight rates 
on farm machinery from the United States are higher 
after entering Canada than on the same goods origin- 
ating in Canada ana hauled an equal distance." 

MR. O'DONNIELL: With your permission, I will leave 


that to Mr, Sinclair:, He is more familiar with the matter, 


. THE CHAIRMIAN: I want to make sure it is cleared 
up, 
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MR. SINCLAIR: If I could answer that question 
now, Mr. Chairman, I think the example that was given 
by the Federation was a shipment from Winnipeg to 
Regina of farm machinery against a Shipment in the 
United States. The one in Canada was moving at a 
distributing rate, and the one in the United States was 
moving at a class rate. 

THE CHAIRMAN: You mean the one from the United 
States? 

MR. SINCLAIR: No, Mr. Chairman, he was taking an 
equal mileage in the United States. 

THE CHAIRMAN: No. As I understood its here is a 
piece of machinery coming from Noyes, for instance, 
to a point in Alberta or Saskatchewan. On that portion 
of the transportation of that machinery which lies in 
Canada, the statement is that it pays a higher freight 
rave than if it originated in Canada. Is that right? 

MR. SINCLAIR: The reason for that is as follows. 

THE CHAIRMAN: I meant, is that a fact? 

MR. SINCLAIR: Yes, it may be, but the explanation, 
Mr. Chairman, is that the shipment from Noyes +o the 
border moves on a fifth class standard rate, while the 
’ shipment from Winnipeg moves at a fifth distributing, 
rate. There is one thing which I think may be of 
interest to your Commission, Mr. Chairman, and that is 
in regard to farm machinery. 

Right today we will take a large manufacturing area 
in the United States, let us say around the Chicago 
area. Shipments are made from Chicago to Windsor, and 


from Windsor all the way through Canada to pla¢es like 


apa d McLean, cr. ex. 


Brandon, Regina, Saskatoon, Swift Current, Calgary, 
and Edmonton; and they are cheaper than if they came 
direct from Chicago to those destinations that I - 
mentioned. 

The reason for that is that the low Canadian rate 
on farm machinery was first out an many years ago to 
meet the competition from the American centres. Now, 
in the meantime, the American rates had SOne Up, “and 
these special rates - the railways tried to raise them 
and they were objected Coz But even if they had been 
allowed to raise them to the amount that the railways 
had asked, it would Still have been cheaper to move 
farm machinery from points like Hamilton. 

THE CHAIRMAN, Like where? 

MR. SINCLAIR: Hamilton, Ontario CO, leu us say. 
Regina, than it would have been to move from Chicago 
to Regina or from: any comparable distance in the United 
States. That is the explanation of the farm machinery. 

THE CHAIRMAN: I know. But does that answer the 
question? I do not think it does. The question is this: 
Here: is farm machinery which is purchased in the United 
States. I suppose some of it Sveti 

MR. SINCLAIR: Yes, a small percentage or it. 

THE CHAIRMAN: And it is going to a point in 
Alberta, Saskatchewan or Manitoba. The understanding 
that these people have, according totheir brief, is 
that when that machinery crosses the border and comes 
into Canada from that point on it pays a higher rate of 
freight than it would pay if it were bought in Canada. 


Is that the case? Is that right? 
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ME. SOINGLAIR: I+ may very well be, Mr. Chairman. 

‘THE CHAIRMAN: Then why? 

MR. SINCLAIR: Let us take a rate moving from 
Hamilton to Regina. The rate in Manitoba would be 
lower than the local rate from Emerson to Winnipeg. 

That is only natural. It is the combination of on and 
off the border on this American thing, and it is the 
standard rates that apply. They are not local rates 
that apply. The rate is a combination of on and off the 
border, not a through rate. 

THE CHAIRMAN: I do not feel that we have finished 
with this, but as the hour is go far advanced - it is 
after 6 o'clock - we shall adjourn now until tomorrow 
morning. 

MR. FRAWLEY: Mr. Sinclair undertook to explain 
to you, Mr. Chairman, the very question which I raised 
in my examination of Mr. Wilton. With respect I would 
like him to explain the makeup of the rate from American 
points of origin such as Rock fsland, L1lLinois, to 
Winnipeg, Regina, and Calgary; and why it is that when 
a shipment of farm machinery reaches the border at Noyes, 
it then takes the highest possible rate, the standard 
mileage class rate, as it moves from the border. That is 
the question which you, Mr. Chairman, put to Mr. Sinclair. 
Perhaps he did not understand it, but I suggest that he 
can inform himself and explain iG 

fHE CHAIRMAN: We shall expect to hear more abaut 


it tomorrow morming. 


At 6305 p.m. the Commission adjourned tc: meet 
again tomorrow, at 10:30 a.m. Thursday, June 
ey 1949, 
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THE CHAIRMAN: [ believe that Mr. Sinclair was 
to say Something this morning, 

MR. SINCLAIR: mr. Chairman, when we adjourned 
last evening we were dealing with the matter that is 
raised in the brief of the Manitoba Federation of Agri- 
culture and Co-operation at the bottom of page 9 and at 
the top of page 10 where it is said: 

er aalea cur understanding that freight 

rates on farm machinery from the United States are 
higher after entering Canada than on the same goods 
originating in Cunada ana hauled an equal distance." 
I was asked for an explanation for that. The reason for 
that is that farm machinery from Winnipeg moves at the 
Sixth class distributing rate. 
| THE CHAIRMAN: What do you Cali At? 

MR. SINCLAIR: Sixth class distributing rate. 
Farm machinery moving from Emerson or Noyes, which are 
border points, moves at the Sixth class standard mileage 
rate, Winnipeg being a distributing centre, and Noyes and 
Emerson not being distributing centres. It will be of 
interest to you to know that even taking the sixth class 
Standard mileage rate from the border. point that is less - 
and I would say substantially less - than the rates on 
which farm machinery moves south of the border, 

THE CHAIRMAN: In the United States. 

MR. SINCLAIR: In the United States, 

THE CHAIRMAN: That may be true, but I think the 
immediate question is a comparison of rates within Canada 
nN goods originating in Canada and moving west, and on 


S00ds originating in the United States and moving to 
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Western Canada. 

MR. SINCLAIR: Quite so. The reason why I make 
reference to the United States is that in dealing with farm 
machinery the Canadian rate has a historical connection 
with the American rate, As I mentioned yesterday the 
low Canadian rate from the East was put in - possibly I 
did not say this as clearly as I Should have - at the 
request of the Dominion Government so that the longer 
mileages in Canada from the manufacturing centres, Toronto 
and Hamilton, to the west for farm machinery would not 
carry a higher freight rate than was applicable on the 
shorter mileages for farm machinery from the Chicago area 
to western points. That situation has changed. The 
American rates have gone up, and it was the view of the 
Canadian railways that they should bring their rates from 
the East up to the Sixth class, and that was the application 
to which the Premier referred yesterday. That was suspended 
on the protest of the Canadian Manufacturers Association. 
That rate is now lower, and if the proposed rate had gone 
into effect it would Still have been lower than the rate 
from Chicago to the western points. 

There is one other point that I think I should mention. 
Rates from non-distributing points are all the Same in the 
West. 

THE CHAIRMAN: Pardon me; rates from where? 

MR. SINCLAIR: Non-dlstributing points. Standard 
Class mileage rates are the same from all distributing 
Points in the West. It Just does not apply from a border 
Point only, as the inference might be drawn from what has 
been said. JI understand that in understanding this brief 
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Wilton found that he was not able to return this morning, 
I have a few questions that I Should like to ask Mr, 
McLean to help me with so as to enable me to have a Clear 


understanding of the brief. 


J. T. McLEAN, Recalled 
MR. SINCLAIR: Q. Mr. McLean, I believe Mr. 
Wilton stated when he was answering questions put to him 
by Mr. O'Donnell, that you were one of the committee who 
drew up this brief? 


A. That is correct. 


Q Would you mind telling me who else were on the 
committee? 
A We had a committee of three, our president, 


another gentleman by the name of W. J. Landrith, who is 
secretary of the Canadian Poultry Wholesalers, and a 
former executive secretary of the organization, and myself. 

Q And you were the rate expert? 

A As I stated previously when I took the stands st 
do not pose as a rate expert. As we stated at the beginning 
of our brief we have not the facilities or personnel 
available to make an exhaustive study of the whole freight 
Pate picture. This brief states our attitude and our 
Opinions as to these various freight problems. 

Q Quite so, but you were the man - tell me if you 
agree - who was really the rate advisor as much as you 
Could be? You were trying to help them in that regard? 

A I do not consider myself a rate advisor, as I 


Stated Previously, but I was more or less responsible for 
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/einal draft, you might call it, of this submission. 

Q Have you ever considered the Sections of the 
Railway Act of Canada dealing with freight rates? 

A I obtained copies of the Railway ct and ran 
through them very briefly, but when preparing the brief I 


did not refer Specifically to Specific sections. 


Q Did you remember the Sections of the Act from 
328 to 332? 
A No. 


Q Which deal with freight tariffs? 

A No. 

Q Well, you know that there are three general 
classifications of freight tariffs. There are the standard 
freight tariffs, special freight tariffs and competitive 
tariffs. You knew that? 

A Yes, that is the understanding I have. 

Q And you knew that the Standard freight tariffs 
were all approved by the Beard of Transport Commissioners 
before they became effective? 

A Yes, I understand the Board of Transport Commis- 
Sloners has Jurisdiction over standard rate classes. 

Q And you also knew that the Special freight 
tariffs ana competitive tariffs were filed by the railways 
and became effective subject to the right of anyone 
affected to take objection? 

A Well, now, there is a little bit of difficulty 
there, 

Q You did not understand that? 

A Here is a situation which, if I may be permitted, 


I should like to point out at the present time. As we 
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state in our brief here, the point we wish to make in 
regard to this is that in Canada we understand, as the 
gentleman has stated, that you have special distributive 
rates out of centres such as Winnipeg which are 15 per cent 
less than the standard class rate, so to speak. When farm 
machinery enters Canada from the United States it comes to 
the United States border at regular United States rates, 

Q Which you know are higher than Canadian rates? 

A Then when it enters Canada it starts all over 
again at the sixth class Standard mileage rate, as you 
stated. 

Q Quite so, 

A All of which we contend is paid by the Canadian 
farmer, 

Q Would you have the American rate apply right 
through? | 

A Pardon? 

Q Do you suggest that the American rate should 
apply right through? : 

A No, I am not suggesting that, but I am pointing 
out at the present time the Canadian farmer pays the 
United States rate and the sixth class standard mileage 
rate in Canada on machinery entering Canada whereas 
machinery in Canada travels at this special distributive 
rate, 

Q Did you not know that from Chicago they moved 
that farm machinery all the way to Windsor, Ontario and 
then up into Canada and out to the West so that it would 
Get the cheaper Canadian mileage even though it was a 


longer distance? Did you not know that? 
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A Ls Te our opinion that a movement as important as 

this should be at a rate lower than the present arrangement, 
THE CHAIRMAN: Q. Should be what? 

A At a rate lower than the present arrangement, 

MR. SINCLAIR: Q. You know, of course, that the 
Canadian railways have no bower over rates charged in the 
United States? 

A WeElIBo tha tits obvious in my own mind, but the 
point is - take last December and let us refer to the pro- 
posed increase on farm machinery rates. First "ofia1]) om 
would like to point out that the Manitoba Pederation of 
-riculture and Co-operation has only been advised in one 
instance when these Special rates would be increased, and 
that was in the case of purebred livestock for breeding 
Purposes. We were advised by our national office who A lg 
turn were advised by the Canadian Freight Association, 
Dealing Specifically with farm machinery, we heard by 
Contacts that we have, and we heard at a late date, that 
the Special rates on farm machinery were coming off and 
there was to be an increase. The point is that we con- 
tacted by telephone the Canadian Freight Association in 
Winnipeg, and we were advised at that time that the 
Board of Transport Commissioners did not have any juris- 
diction over the increase because it was a Special com- 
petitive rate, 

Q Just a minute. Are you quoting when you say 
they had no Jurisdiction or are you just paraphrasing? 

A I am repeating as accurately as I can the tel- 
€phone conversation that I had. 


Q But you are not Saying that they said that the 
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Board had no jurisdiction? 

A I am not Stating that) but 2 Say I am quoting 
it. It was my impression, and the impression was left 
with me in a telephone conversation that the Board of 
Transport Commissioners had no jurisdiction over them, 

Q Did they not tell you that we had power under 
the Railway Act to raise the rate Subject to objection? 

A The point here ig -- 

Q Just a minute; would you mind answering that? 

A Yes SeLe “tis my understanding, as has been 
pointed out, that you can protest to the Board of Transport 
Commissioners. That was done in this case through our 
Canadian Federation of -6riculture, and as you know the 
Proposed increase was later suspended. 

THE CHAIRMAN: Is it Still suspended? 

MR. SINCLAIR: Yes, 

THE WITNESS: It is my understanding it is, 

MRS VSINCLAIRG  T think the Board has Ziven notice 
to the various parties interested. It has written them a 
letter asking them what date would be convenient for them 
to hold hearings throughout the West. It has asked them 
for expressions of opinion about it. 

Q Have you got a representative in Ottawa? 

A Well, we are a provincial affiliate, as we 
Point out in the beginning of our brief, of the Canadian 
Federation of Agriculture. 

Q And they have a representative in Ottawa? 

A They have an office located in Ottawa, but the 
Point here is that it is our opinion that it should be 


abundantly clear and understood by all that the Board has 
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complete jurisdiction over Such matters, and it is our 
opinion that possibly this Royal Commission Should make 
Such a recommendation so that it is understood by every- 
one. 

Q Mr. McLean, let me ask you one question. Section 
331 (3) of the Railway ct provides that where a special 
preight tariff is being raised and objection is taken that 
the onus - that is the burden of proving ‘that i tias 
necessary or justifiable, shall we Say - 18 on the raii- 
ways. You knew that? 

A Yes, 

Q So that if you object it would be up to the rail- 
ways to come forward and Justify it. You knew that? 

A I think we are following that procedure with 
the farm machinery proposed increase, 

Q In view of these sections of the Railway Act, 
and matters you have knowledge of, do you not think that 
you might want to amend a litOULe bit ‘the language on page 
4 of your brief where you say: 

"However, we maintain that railways, on the 


other hand, ought not to be allowed to aggravate the 


natural disadvantages by unsupervised manipulation 

of the rate structure." 
Do you not think that is a trifle extravagant? 

A Well, it is our opinion that the railways are 
More or less free to go ahead and adjust rates as long as 
they are lower than the special class rates. 

q Subject to objection and coming forward and 
Justifying the Special tariff, subject to proving com- 


Petition when objection is taken? 
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A res) thatetean the Act, 

Q BO In!viewsor all that would you not agree that 
this may be a little Strong? 

A No, I would HOU, no, 

THE CHAIRMAN: Mr. Sinclair, does the Act say how 
objection may be made, what form it should take? 

MR. SINCLAIR: You mean how it is to be filed? 

THE CHAIRMAN: Yes yeand iso ons 

MR. SINCLAIR: No. 

THE CHAIRMAN: The section simply talks about an 
objection. Probably one of the difficilties is that 
nobody knows just how to take the objection. 

} MR. SINCLAIR: The regulations of the Board, and 
the practice of the Board, which has been travelling 
through the West for many years, are most informal, but it 
is not in the Act, 

THE CHAIRMAN: Might not the Act Say that objec- 
tion may be taken in such and such a manner? 

MR. SINCLAIR: Quite So, by filing a letter with 
the Board, quite so. 

THE CHAIRMAN: Whatever the most convenient 
Procedure is, 

MR. SINCLAIR: That is done in the regulations, 
but to put it in the statute might be better. 

Q fhe next. point, Mr. McLean, to which I wish to 
draw your attention is at the bottom of page 4 and the top 
Of page 5, You state: 

“We contend that we have unnatural disadvantages 

imposed upon us. Whether or not rate discrimination 


has been practised need not be discussed here at 
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length, since it is acknowledged on all sides." 

THE CHAIRMAN: Where is/that 

MR. SINCLAIR: The bottom of page 4 and the top 
of page 5. 

Q What kind of discrimination did you have in 
mind when you made that statement, Mr. McLean? 

A That was covered yesterday by our director, Mr. 
Wilton, when he pointed out at that time that in the 
opinion of the Federation of riculture it had been quite 
adequately pointed out in the 30 per cent hearing that 
there was discrimination. 

Q What do you mean by "acknowledged on all sides"? 
if you are talking of unjust or wrongful discrimination - 
let us use that term, wrongful discrimination - Surely you 
do not suggest that the Board of Transport Commissioners 
acknowledged that, do you? 

A Tis acknowledged by -- 

Q Your phrase is "acknowledged on all sides." 

A Defining "all sides", I say it is the opinion of 
our membership. 

Q It would be your side, acknowledged by your side, 
not by our side? 

A Yes, but there are various classes of opinion 
within our own organization. 

Q Oh, some of them do not agree? 

A They all very definitely acknowledge it. 

Q So that we will translate that "acknowledged on 
@ll sides" to mean acknowledged by all your members? 

A Not necessarily. I have no jurisdiction to speak 


for anything other than our own organization and membership, 
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but I would say it is generally acknowledged by all the 
various sections of Society in Manitoba. 

Q Including the railway section, or are they out- 
Side SOClety? 

MR. SHEPARD: They have never been 271s 
MR. SINCLAIR: I am glad to have my learned 
friend, Mr. Shepard, tell us that. 

Q The next point is on page 5 of the brief. In 
the paragraph just above the heading "the equalization 
principle" you perer ‘to the Supervision of a body required 
to act in the intrests of Canada as a whole. Does that 
mean other than the Board of Transport Commissioners? 

A No. Our intention there was that it could be 
possibly the Board of Transport Commissioners with enlarged 
powers. 

Q On page 6 of your brief you quot, from a radio 
address of Mr, P. oc, Armstrong, economic consultant to the 
Canadian Pacific Railway. Would you care to file the 
transcript of that radio address? 

A We could do that. I haven't it with me, 

Q You could send-it to the Secretary of the Com- 
mission. Would you, do! that? 

A I could do that, yes. We have it on tiie. 

Q You knew, Mr. McLean, that in dealing on page 10 
with the matter of distributive rates, that the railways, 
Where the volume of traffic required it, did publish inbound 
to the distributing centre rates equal to the outgoing 
distributing rates? 

A I just did not get your question; I am sorry. 


Q You knew that the railways, where the volume of 
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O40-A Mr. McLean, cr-ex. 
traffic required it, published inbound to the distributing 
centre rates equal to the outbound distributing rates? 
A In Manitoba? 
Q Yes. 
A I was not aware of that. 
Q You also knew, did you not, that the railways up to 
a distance of 400 miles applied distributive rates between 
eit points on classes 1, 2, 3 and 4 1.c.1.¢ 
A I am sorry; would you repeat that again? 
Q Possibly the reporter might read the question. 
Reporter reads: 
"You also knew, did you not, that the railways 
up to a distance of 400 miles applied distributive 
rates between all points on classes 1, 2, 3 and 4 


Lee ae 


A In Manitoba as well? 
Yes. 


Q 

A I was not aware of that. 

Q And that that applied whether a distributing 
point was involved or not. Did you know that? 

A I was not aware of that. 

q You knew, didi you no+, that the railways publish 
competitive tariffs for express shipments equal to freight 
l.c.1. shipments in Manitoba? 

A I was not aware of it. 


Ma. SLNCLAIR= Thank you, 


a a a A 


Q I have one or two questions. On page 8 in the 
top paragraph you make this statement: 
"We further subscribe to the view that the 
present grain rates are fully justified, both from 


the point of costs and the economic wellbeing of 
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Canada as a whole." 
Would you tell me whether or not your Federation has made 
a study of the costs of hauling grain? 

£ No. As we state in the following sentence it is 
our opinion that the present grain rates are fully -usti- 
fied both from the point of view of costs and the economic 
wellbeing of Canada. That is our opinion. Now we under- 
Stand that the province of Manitoba will submit evidence 
and argument at a later date to Support this view, but 


it is our opinion right now that it Lok 
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Q. You have no facts to back up that opinion 
av all? 

A. Other than the Tact that itn western Canada 
from a layman's poink of view, you have the level 
terrain and the most economical type of commodity to 
handle; and also the fact that wheat is an export 
commodity which is very important to the Canadian 
Agricultural economy, and we figure, on that basis 4% 
just adds up. 

Q. The opinion is commonly held in Manitoba, 
because of the factors you have mentioned, that the 
railways must be making money out of the carriage of 
grain. 

A. That would be our Opinion, 

Q. Now, what would be the attitude of your 
Federation if this Commission Should make a study of 
that matter and come to the definite conclusion ‘that 
the grain was being carried at a rate below cost. 

ee wet WO dns 1129 be our attitude that it could 
be done because of the economic well-being of Canada 
aS a whole, 

Q. You would rest your argument for the retention 
of the present grain rates solely on the Sround of the 
economic well-being of Canada. 

A. Because of the importance of wheat in the 
Canadian economy, I think it is an economical rate, 

Q, Would that have the effect that the other 
Shippers of Canada would be required to pay higher rates 
in order to make up the loss on the carriage of grain? 


A. Not necessarily. 
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Ge tam putting this on the assumption that 
the Commission comes to a verydefinite eonclusion 
that the grain has been carried at a loss. 

THE CHAIRMAN: Mr. Brazier, by the Way, is that 
your contention? 

MR. BRAZIER: No, Mr, Chairman. What I wanted 
was to get the attitude of the Federation on the 
question, and if that fact should be proven. 

THE WITNESS: Well, that would have to be gone 
anco,. I think there are several WayS you could do get 
but gust how would be Up to the Board of Transport 
Commissioners, 

MR. MacPHERSON: ies Chairman, there may be a 
lot of confusion because of hypothetical questions. 

The same question might be put in connection with 
transcontinental rates and with other even, 

MR. BRAZIER: [ think the same question was put 
yesterday in connection with the transcontinental rates; 
This witness wag Just expressing an opinion, which he 
quite properly admits is clearly his own and not based 
On facts that they have satisfied themselves in regard 
to. I was just trying to get from him what their 
attitude would be if the Opinion is i111-founded. 

THE WITNESS: Well, I think I have answered that. 

MR. BRAZIER: @. Then you come to this: That, 
on the ground of the economic well-being of Canada, the 
railways should continue to carry that grain at a loss. 

A, No, I did not come to that conclusion. 

@. No. But if youwll follow me; if the Commission 
Comes to the conclusion that grain is being carried at 
@ loss, would you still maintain that the present rates 


Should continue in effect, on the ground of the economic 
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well-being of Canada? 

mR. Yes, FT would Bo that fan. 

THE CHAIRMAN: Does anybody else wish to question 
Mr. McLean? 

Eh COVERT? 9, There are a few questions I would 
dike to ask, Mr. Chairman. Hag your Federation any 
Specific suggestions along any of the lines in the brief 
that they might give to the Commission? 

A. Not other than we have here; they are more a 
point of attitude than Specific suggestions. But the 
thing as we see it right now is that the Board of 
Transport Commissioners, in respect of its attitude 
towards the farmers, seems to be remote and removed from 
the general welfare. And immediately you begin complain- 
ing about the increased rates or other matters pertaining 
to transportation, the farmer has the attitude of: 

What is the use? 

He may appear before the Board of Transport 
Commissioners or before the Royal Commission on 
Transportation and he finds himself immediately faced 
by a battery of legal men and advisers of the railways. 
We are not complaining about that. That is quite all 
right. That is quite to the railways' credit that they 
Should have advisers. But at the same time we maintain 
that the Board of Transport Commissioners should be a 
body to which the farmer and the public can go to receive 
@ hearing - as they do - and then to look to them, with 
@ reasonable expectation that some definite action will 
be taken and that they will not, at the same time, be 


confronted by all the legal advisers and expert, opinion 
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on the other side. 

Q. I take it then that what you say is: That 
although there may be all these powers in the Board, 
perhaps the farmers did not know how easy it is to come 
before the Board. 

A. It is not contained in our brief. This is more 
or less off the record. But from a point of view, we 
Say that what is really required of the Board of 
Transport Commissioners more than anything else right 
at the moment - granted that its powers should be 
enlarged in certain cases - is that the Board of 
Transport Commissioners should develop its public 
relations, when more Srievances possibly might be 
ironed out. 

Q. I notice that you say the powers of the 
Board should be enlarged. Have you any specific 
Suggestions as to what enlargement is needed? 

THE CHAIRMAN: What bage is that? 

MR. COVERT: That is a4 Statement that the witness 
Just made. But I think in the brief he also suggests 
that the powers should be enlarged. 

THE WITNESS: One Specific place would be, when there 
is confusion as to what the Board has jurisdiction over, 
we should be able to go immediately to the Board and 
Peceive immediately ananswer as to what thesituation is. 

THE CHAIRMAN: Is it not on page 5, that the 
application of the principle should be under the 
Supervision of a body which is required to act in the 
interests of Canada as a whole. Isn't that what this 


Suggestion is related to? 
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MR. COVERT: ves Mr: Chairman. And I think he 
also mentioned the national scope. What Iwas trying ; 
to find out was: When they make these general observations 
did theyhave Something specific in mind which would be 
meipfrul’ to the Commission? 

THE WITNESS: When Preparing this brief, we felt 
it to be such a broad Subject, with so many implications, 
it was difficult for us, as laymen, to sit down and 
make recommendations without considerable time spent in 
Study. But we feel that the Board's powers should be 
enlarged in a general Wave ‘(opecifileally, 46 46 oun 
Opinion that possibly this Royal Commission Should give 
Specific thought to that. 

COVERT: 0 res, end I think 4t wii we need 
helpful suggestions in that-respect. That {sean Now, 
before the witness leaves, you promised to furnish a copy 
of Mr. Armstrong's address. 

ae Thay is right: 

Q. That might be marked as:exhibit 4. 

EXHIBIT No, 4: Hired spy 

—— Mr. Covert - - Copy of address given by 
Mr. Ps. Armstrong on 
the radio, trom Torrente. 
February 14, 19409. 

MR. FRAWLEY: @. Is there not an important movement 
of farm machinery from United States factories into 
western Canada? 

A. To my understanding there is to a large 
extent. 

Q. And do you understand that all tractors on 


western Canadian farms, purchased from whatever company, 


are manufactured in the United States? 
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Q- I understand that no tractors are manufactured 
in Canada except now, by the Cockshutt Company in 
Brantford. Is that your understanding? 

Ae Not all of them, tT was thinking of the 
Cockshutt tractor, 

Q. Well, other than the Cockshutt tractor, they 

come from American factories, isn't that so? 

We 6est ~ The large majority of them do come from 
the United States. I understand there is a movement on 
foot to have machinery manufactured in Great Britain 
brought in. 

Ve Sout ae of noW, you would say it is an 
important movement from the United States into Canada? 

ne . Les, 

@. And is there any duty on that farm machinery? 

A. No. 

Q@. Have you any constructive suggestions to 
make to get over thig obstacle that the American farm 
machinery meets, when it comes to the Canadian border ? 

A. AS I stated previously, there should be a 
lower rate in the present arrangement. 

Q. Yes, something lower than the Standard 
maximum mileage rate. Have you people worked anything 
out in the way of a constructive suggestion to leave with 
the Commission? 

THE CHAIRMAN: If that is all, thank you, Mr, 
McLean. 

MR. COVERT: Mr. Chairman and members of the 
Commission, thenext submission is by the Vulcan Ircn & 


Engineering Limited. Mr. Stechishin, the Traffic Manager, 
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Will present the Drier, 


ve Ms STECHISHIN, called 
ts Cat led 


THE WITNESS: Mr. Chairman and Commissioners: 
The Vulcan Iron & Engineering Limited is one of the 
Oldest manufacturing establishments in the city of 
Winnipeg, as a Operations here in the year 1s7h, 
coincident with the forporation of this city, and 
seven years prior to the arrival of the first railway 
train. Its establishment here was in answer to 4 
definite need, and its continued exiftence and expansion 
was due soely to its ability to fulfil that need. This 
Sprlity to be of rervice to the community is due in a 
large degree to our Seographical location. We fee] 
that any natural fecgraphical advantage, which we may 
enjoy, is a legitimate one, and should not be unduly 
disturbed by an arbitrary &ale of rates or charges 
designed to offset topographical or politcal 
obstacles. 

We cannot recognize the economic necessity of a 
Hei thy transportation System without acknowledging to 
the railways the right to offset depressed rates by 
higher tolls elsewhere, giving them an overall "fair 


return on their investments." Unfortunately, in 


practice, this tends to pile the burden on those — 
localities which do not enjoy the advantages of 
competition by other forms of transport, either real 
or potential, 

We submit that the Vulcan Iron & Engineering 


Limited, situatcd as it ic, remote from competing forms 


priiné att Gapceage’, 
. 
a 


i> Ph gestae 

yep, oeia< D 

at Ait cory! VE te Sel Nid avs bd : 7 
Pe ene ae St i a 


if 
_ 
wa bre Hate. bike teegeeh ee ee BOAT SEP at i 


. ‘ 4 ; = 5 : 
a e : ori ooniana dc gotl Mere ant : 
7 i : 
: tivetés ’ cine OE TSS tno ble. 
7 y 4 
. 7 ike kan met stan Bog taney 


ge off? oh S0leg etaey meyes 


ae 4 ag ; wear <cyR mith i Jes ae 8 text 
; _ ha; ‘ a 


af Dee BO Be 
are @ }- 4ee a wi 'p 8% , eS +5 wF fl hee 
7 Pe ee Rep ak 7 
Oe ’ Ky + Le cin 
2 hw 
aq cr + 
: . 2 “ Yuh a&e Ga 
ie a. 


ineigeen we ot agewal 


ba ‘ ' * ow 
os g wh #4 
ot ite ifs . Ls Pe Se hese! 
’ ¥ ‘ CUS sae $4 METRE 


fe 
t 


e028 a g. ! erat aeiy i 


et oe 


Lets noreg 


1 


Bap tow ane nil peek oad Fest Chaden wy - 


9 


ik at 
Ye 


Moe f Y Adeagee git = phe 7s 
iRMTeioo Mut) of Osea. Ss 


HH 


O48 Mr. Stechishin 


of transport, bears an unfair burden because of these 
reduced rates. Since the subject of rate structures is 
mM almost inexhaustible field we have Selected only a 
minimum of examples, 

(1) Itshould be pointed out that because of the 
long haul required in most cases and due to the low 
value and heavy weights of Our commodities, the freight 
paid is a much larger factor in our price than is the 
case with most firms. Yet Vestriotonsor movement of these 
commodities could easily strangle our economy. On 
Apral 8, 1948, the railways were permitted to increase 
their rates across Canada by 21 per cent, as per the 
Board of Transport Commissioners order No. 70425, 
dated March 30, 1948, who at thesame time rescinded their 
order 69612 dated October 17, 1947, which suspended 
CPA-68 tabling 30 per cent increases on certain spedific 
items. The Vulean Iron & Engineering Limited did not 
Oppose the railways! application for this increase, since 
it was admitted that costs had been increased and the 
horizontal increase applied for would disturb the 
existing rate relationship to a lesser degree than any 
other method of epplicetion.. The railways apparently 
felt<-that. the 30 per cent figure, originally asked for 
in the above case, was an absolute minimum figure to 
offset their increased costs and not merely abargaining 
Point. The application for an additional 20 per cent, 
now pending the decisionof the Board, is, of course, 
further evidenac that the railways felt the original 
Grant was insufficient. When they were granted a lesser 


figure, they were also given the opportunity to remove 
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certain commodity rates in order to offset the 
deficiency. 

We have prepared a chart which is attached on 
the back page, Showing the freight factor involved on 
the movement of steel plate to Winnipeg, manufactured 
into machinery of boilers at Winnipeg and Cees a Looe eat 
fifth class carload to principle western Canadian 
centres. This table shows the comparative position as 
at April 30, 1946 ana ApYil 30, 1949. It indicates 
clearly that as a result of our now having to pay class 
rates on this vital raw material, our competitive 
position has suffered to the extent of approximately 
20 cents per hundred pounds on all points to which we 
can be normally expected to compete. We cannot help 

but feel that we have been assessed a 50 per cent 
increase on this very important item, in order to offset 
the fact that the railways received only 21 per’ cens' 
instead of the 30 per cent originally prayed for. At 
the stroke of the pen, and without warning, we have been 
seriously prejudiced in a field accounting for 55 per 
cent of our total sales. 

We submit that the railwaysshould not renegotiate 
freight rates without giving shippers the benefit of 
public hearings. These rates are oféen originally 
established as a result of lengthy negotiations between 
the railway and the shipper. On the other hand, the 
Shipper is given little or no opportunity to discuss the 
increases before they become effective. We have protested 
the cancellation of this particular rate to the Canadian 


Freight Association, but even if our protest is successful, 
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We still will not receive any compensation for 
injuries sustained Til and if the lower rate is 
re-established. [In our industry it ts frequently 
necessary to determine the freight cost of an 
article months in advance of shipment. Without 
Stability of rates or at least some forewarning of 
change, the impossibility of Submitting firm tenders 
or estimates on prospective jobs is obvious. 

(2) The distance from Churchill, Manitoba, on the 
Hudson Bay Railway to Winnipeg is 977.4 miles. The 
distance from Montreal to Winnipes is 1414) iemites. 
Below is a comparison of the first six classes showing 
that, while the first Class from Churchill is only 
{ cents lower than that from Montreal despite a shorter 
distance of 436.7 miles, the fifth and sixth classes 


are actually lower from Montreal. 


i 2 eee! 2 6 
Churchill S20 20h” oie (aor 3s es 
Montreal eao 200. el ey ad dys 


This, of course, is dué to western Canadian class 
rating basis being different from the eastern Canadian 
@reo2 rating basis. We dre of the opinion that class. 
ratings should be the same across the Dominion of Canada. 
We hava never heard any good rearon why they Should be 
otherwise, except possibly that of historical indifference, 
In any case, we feel the onus of proving the necessity 
for any departure from a uniform scale.of class ratings 
Should be on the railways. 

Traffic handled by rail through Churchill in 1948 


was 160,760 tons outbound and 1,199 tons inbound. 
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Presumably the difference wag ballast. Variff No. CNW- 
505 publishes class rates between Churchill and western 
Canadian cities. These are identical inbound and OUT , 
but there is no reagon for them to be so. Present rates 
are based on the terminal rates in effect ex. Fort 
William and Vancouver. The principle of out-of-pocket 
coeét of service in the making of freight rates has been 
accepted./ sound, We feel that freight rates on inward 
movement through this bort should reflect that 
principle to the fullest degree. It must be apparent 
that trains returning from the port carry a large 
percentage of deadhead equipment. A nominal toll would 
© far toward encouraging fullest use of this port. 

Such reduced rates would present many advantages. 
Some of which are: 

(a) “They would reduce the cost of purchases 
to the western consumer. 

(b) The increased traffic resulting would add 
to the revenues of the Hudson Bay Railway without 
appreciably increasing its expenses . 

(c) Greater use of the port facilities woulda 
reduce unit costs at the Dore’. 

(d) More ships plying the route would then lend 
weight to arguments for additional improved aids to 
navigation. 

(e) These aids to navigation would result in 
lower insurance rates and a longer shipping season. 

(f) If a railway is assured of a volume of 


finished products from a given consigner, it may well 
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find 3t advantageous to Sive some concession on the 
inbound movement of raw products to the said consignor, 

(3). Intemational rates - With regard to 
International freight rates we Should like to point out 
at least one curious anomaly that exists, and which is 
ity, OUr opinion unduly discriminatory against Canadian 
users of freight, who must for one reason or another 
purchase a portion of their raw material in the United 
States. The Canadian railways publish tariffs showing 
class rates to be used between United States border 
points and Canadian stations. These tariffs, and we 
refer in particular to CFA-~134B, which our Pirm uses 
continually, carries a clause which is known as the 
Aggregate of Intermediates and reads as follows: And 
in this clause the dotted lines indicate that I have 
dropped out certain phrases which do not have any direct 
Gearing on the application. 

"If the aggregate of seperately estaplieneda we. 


rates shown in tariffs lawfully on file with the Inter- 


State Commerce Commission..... applicable on any 
eee ee Ve VOM Ss ion 
Shipment via any route....... produces a lower charge 


on @ tlike shipment from the same origin to the same 
destination shown in this tariff, such aggrega:te of rates 
or through rate constructed on the cOnbination Deets 24755 
will apply via all routes shown in this tariff, and the 
through rate published in this tariff has no application 
to that shipment." 

Many tariffs published by the Canadian Railways 
are, of course, not on file with the Interstate Commerce 


Commission. Two examples of which directly concern this 


re Be 
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company are CNW-190F and CPW-712B, giving mileage rates 
at a scale considerably below class rates on sand, 
gravel, clay, scrap iron, ete. atl wsedq: in basic 
manufacture. These commodities also move in the United 
States at very low commodity rates and understandably 

so. The net results of the application of this item 

is that we are assessed 29 Den Sen’ “or aine mileage rate 
on clay, for example, just for the privilege of crossing 
an international boundary and because the Canadian tariff 
ano on file with an agency of a foreign government. 

We can accept the Canadian government, having a 
Mandate from the people, protecting industry by erecting 
a customs barrier against imports, but hardly feel that 
it is within the province of the railways todo some 
glaring instance of the inequity of this practice is that 
prior to April 8, 1948, the railways published a rate 
(item 2170, CFA-1H) on silica sand from Montreal (A & B 
points) to Vancouver at 55 cents per CWT, a distenee of 
2878.5 miles or .382 cents per ton mile. The published 
rate from Noyes to Winnipeg was 14 cents, tenth class, 

a distance of 65.2 miles, or 4.294 cents per ton mile. 
This discrepancy has since been somewhat modified. 

Our geographical position and the nature of our 
purchases are such that we must buy from the nearest 
Sources of supply. We submit that it is unfair for the 
railways to collect a tax on these purchases; of course, 
this principle works both ways. A shipment going from 
Canada to the United States would be affected by the 
Same application of that paragraph. 

It is not our wish to take up the time of this 
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Commission with needless detail and have attempted to 
Show as briefly ana concisely as possible that our 
Operations are being adversely affected by other than 
Geographic locale. To Summarize: 

Point One - We are being assessed higher rates, 
not because our costs are above those of other areas, 
but because other forms of competition do not exist 
locally to the same degree as elsewhere, In short, we 
must pay for someone else's low rate. 

Point Two - Where we have an actual geographical 
advantage it is not utilized, one must assume to protect 
the "Status Quo" of established ports. 

Foint Three - Here again, we have a feographical 
advantage in being near a source of Supply, but cannot 
take full advantage of our position. 

We respectfully Submit, that we do not feel our 
location igs uneconomic. We do, however, submit that in 
our Opinion we have been penalized by various agencies. 
The Canadian government Should with every means at its 
disposal foster ana encourage prairie industry to balance 


Western economy and protect its military potential. far 


here in Winnipeg, we are remotely removed from the 


vulnerable gates of Canada should another conflict occur. 
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MACHINERY AND BOILERS 
eee A) 
April 30, 1946, 


CFeA 2a 5th ClassFret gh tii od WPS Ad nee 
eo ek tx Ham.vantage Advant, 
Fort William 8] 57 138 79 59 
Hudson 81 4y 125 93 32 
Winnipeg 81 -= 81 ey 35 
Brandon 81 33 114 330 18 
Regina 81 56 137 «55 18 
Moose Jaw 81 60 142 16) 20 
Saskatoon 81 69 150° "168 18 
Prince Albert 8] 74 155. 178 aks 
Wekusko 81 (Qe 155 iT 19 
Flin Flon 81 fof 158 aor 19 
Medicine Hat 8] 86 167 = 183 16 
Lethbridge 81 93 174 192 18 
Edmonton 81 95 V76 198 ee 
Calgary 81 98 179 +198 19 
Waterways 81 123 eel ear 23 
Vancouver 81 17a e52 = hip =~ 10 
Victoria 81 Lye 253 243 -= 10 


(Table continued on next page) 
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(Table continued from previous page) 


April 30, 1949, 


6th Cl.5th Total Sth Cl. Wpg. Ham.Extent of 
CFA 4FClass Freightex Ham. Adv, Adv .Gair’ ‘py 


Sa Ham,Shipper 


—— 


Fort William 122 69 191 96 95 36 
Hudson 122 53 ow) as 62 30 
Winnipeg 1220 we bod) false 16 -- 19 
Brandon Ze, AC 162 160 2 20 4 
Regina i2e 68 190 188 2 £0 
Moose Jaw. sin Nae as 195 195 - 20 
Saskatoon 122) 63 205. 203 2 20 
Prince Albert 12° 90 eile 209 3 eRe 
Wekusko 122 93 2t> 214 1 20 
Flin Flon 122 93 au 214 1 20 
Medicine Hat 122 104 226 eel 5 en 
Lethbridge te ls 235 e352 s ag 
Edmonton Bee tS (age Me 240 3 - 19 
Calgary tee ekg 241 240 - 1 20 
Waterways 122 149 271 8275 4 - 19 
Vancouver 122° 207 329 293 - 36 26 
Victoria 122 208 330 294 = 36 26 
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There is a correction also in this table on 
page 4. the third column from the right, under "Winnipeg 
Advantage". It should be 16 cents, not 14. 

THE CHAIRMAN: Q. Where ig that? 

A. The third line, and the third column from the 
right, 14 cents should be 16 cents. 

COMMISSIONER INNIS: On page 3; in the tires 


paragraph, at the top of the page, should it be item 2170 


err iljoO? 
‘ie 2 EO Ms 
EXAMINED BY MR. COVERT 
Q. If the Commission please, I had an opportunity 


of going over the brief with Mr. Stechishin, and I thought 
that I might shorten matters if perhaps I asked him a few 
questions before there was questioning by representatives 
of the provinces or the railways. Me. Stechisnin,. in 
the fifth paragraph of your brief, on page 1, at the end, 
you say: 
"At the stroke of a pen, and without warning, 

we have been seriously prejudiced in a field account- 

Pee Lor 55 per cent of our total sales. ” 
Now, I understand that what you mean by that is that some- 
times you do not receive notice early enough to appeal? 

A. That is correct, yes. 

Q. Generally there is notice sent out when there 
is a change in rates? 

A. Oh, yes. We subscribe to the tariffs, and we 
do in most cases get supplements, but there are cases 


when we do not receive the supplements. I have the file 
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with me now, as a matter of fact, that I have written to 
the C.F.A. on numerous occasions for missing supdements 

which I do not know are missing until the subsequent one 
is published. They are numbered consecutively, and by 

getting No. 5 you know you have not received No. }. 

Q. And I believe that you have a suggestion as to 
public hearings of the Canadian Freight Association? 

Ai Yes, I have, and what I had in mind as to the 
public hearings -- I am aware that it has been brought out 
in cross-examination here that any shipper can protest to 
the Board, but what I had in mind there was that these 
Supplements when issued are generally presented to the 
public more or less as a fait accompli, and you are 
notified that, effective such-and-such a date, these rates 
will be increased, and then you are asked to protest. 
Well, in order to make a protest valid you sometimes 
require considerable amount of research, and my suggestion 
on that matter, if I might make one is, there is generally 
a meeting held of the Freight Association before this 
Supplementary increase is filed with the Board, and if the 
Shippers were invited to the meeting of the Freight Associa- 
tion to discuss the proposed increase before it is filed 
with the Board, and not merely try to Stop something that 
is going into effect, I feel that under some such basis 
meu are prepared for it then. 

Q. Dealing next with your second submission, on 
the international rates, you seem to have compared a 
transcontinental rate there -- it is in the third para- 
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AY At the top of page 3. 

Q. At the bottom of page 2 and the top of page 3. 
It seems that you are there comparing a transconntinental 
rate, the long haul and the short one. Could you give 
me a better example of that? 

ee I can. I put that in, as a matter of faccy co 
emphasize the discrepancy in the figures or the differences 
in the figures, but in checking further on that, after 
discussion with Mr. Covert on Tuesday night, I worked out 
the rate from Gretna to Winnipeg, which is almost an 
equivalent mileage from Noyes, except that Gretna is 
on this side of the border, and within one mile of Noyes, 
and the rate from Gretna on common clay, for example, is 
8 1/2 cents; the rate from Noyes on a similar commodity 
was 22 cents. I maintain that the cifference between 
8 1/2 and the 22 is a customs tariff that the railways 
are collecting because they are shipping across the border. 

Q. Then there is one other thing. In the brief 
you deal with the Hudson's Bay and Churchill. Now, I4 
just wanted to ask you whether or not this is something 
that you are putting forward for the whole province or 
whether your company is directly interested in it? 

A. Noy the Vulcan Iron Company in itself is vitally 
interested in Hudson's Bay. We are now representatives 
for four English companies distributing products in 
western Canada, and as a matter of fact at the present 
moment our assistant general manager is over in England 
negotiating further agencies of that line. We feel that 


if the rate from the Bay were lowered to a degree where it 
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would be economical we would use it, to quite an extent, 
I might say. 

OD You realize that this might have an effect on 
Some other parts in Canada that may have objection? 

Bh. That is true, yes; I am quite aware of that. 

Q. And it might also affect the railways' movements 
of freight from those other parts? 

A. That is true. 

Q. But nevertheless you feel that the matter set 
out in your brief is an important matter and should be 
dealt with as you suggest? 

w. wee ae Pret, “yes 

COMMISSIONER INNIS: 9. At page 2 -of your 
brief, with reference to the Hudson's Bay railway, is 
there an inference that traffic on the Hudson's Bay 
railway might compete say with traffic on the Canadian 
National Railway along the lines which Mr. Covert has just 
described? 

A. i Gia net “quite ‘gét “that! 

Q. would it be, for example, to the advantage 
of the Canadian National, which is I understand in control 
of the Hudson's Bay railway, perhaps to discourage traffic 
by Hudson's Bay? 

A. That is a question that the C.N.R. might probably 
answer better than I can. I am looking at the point of 
mileage from Montreal and mileage from Churchill. A ce 
you can haul stuff 1400 miles for virtually the same 
price that you can 900, I would imagine 1t Le to the 
C.N.R's advantage to move it the 900. As I say, I am 


Rot a railroad man, and that is a question that they 
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should answer, not I. That is what it looks like on the 
fece OF it. 

MR. EVANS: I was going to Suggest, Mr. Chairman, 
that if my provincial friends have questions to ask it would 
perhaps be better that they precede me. I make that 
Suggestion to you, as they are generally in the same 
interest. 

THE CHAIRMAN: Well, that may be. What you 
think about it? I see Mr. Frawley, for instance. 

MR. FRAWLEY: Well, ordinarily that was the 
practice we followed in the rate cases. As long as there 
is no conflict of interest between us and the witness, we 
used to examine before the railway counsel. 

THE CHAIRMAN: Well, how do you feel in this 
case? 

MR. FRAWLEY: So far as I am personally concerned, 
etcel that way. 

THE CHAIRMAN: Then you may proceed if you wish. 


CROSS-EXAMINED BY MR. FRAWLEY 
ee ee ie A 


O 


Mr. Stechishin, you suggested that the way of 
changing the sudden increase in rates, or increasing them 
as they are now, would be to have a meeting with the 
Canadian Freight Association and the shipper? 

A. Prior to the filing of the rate with the Roard. 

Q. Then I suppose you stop there. You would be 
content if the G.F.A., which is simply the railways, the 
traffic officers of the railways, met with people like 
yourself? 


A. ves. 


Q. Now, Mr. Stechishin, I suppose, like all businesses, 
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cr-ex. 
when you can pass a freight rate on you yass it on to the 
consumer? 

A. Naturally, yes. 

Q. What would you think, then, of £0ing 4 Tittle 
further and Simply asking for a meeting of the C.F.A. ana 
the traffic officers and the Shippers, and having the 
consumer notified and present at any such meeting? 

A. I ala not necessarily limit that to the Shipper. 
I mean if the railways are considering increasing a rate on 
something which we are buying, for example a raw material, 
then I think we should be notified: Now, I am acting 
there as a buyer, not as a shipper but, taking the question 
of a manufactured article, then quite naturally the 
receiver of the goods should be notified. 

Q. Even where you are acting as a buyer, you are 
acting as a buyer of basic material which you are processing 
into goods which you ultimately sell, so in the last 
analysis the consumer pays the freight on everything you 
buy and sell, Peay? 

A. Well, that brings it down to a question of the 
public interest. 

That is precisely what I am talking about, the 
public interest, Have you any views on that, Mr. 
Stechishin? 

A. Ewe od it 18 difficult. 

Q. Now, I was just a little bothered, reading your 
Quotation fron CFA -134B, which refers to the Aggregate 
of Intermediates; that is a clause nut in by the C-F.aA 2 


A. Well, it is a Canadian Freight Association 


nae 


i 7 
| he 
4 arenes ab in) Ts ie a 


as ; | 


wi ’ : Bed if i 


Fog ede i ee AP se Pe © 47 “« 
aig BF HA J. gem oe WE Boke PA ert 2” 
ri Li ’ 


eset A Oertes to. neds - Bra BOX matt ne 


- 

. 

: : bie Aas D SHY Yo Satsede & Het. ice ein 
: 

’ 

} 


M  Weidasty Sa Hee; hid Gagitde a Be. . 
eet ans atgeaes ka AED iar & 

' Hartigon od iiyaie above att 46 HOE 
; epee ppeyee ee garth 2 e Beis ie wsee way Sree, ‘(ae a “ 
geekwosong 246 Boy aka TA Saw Shape ie Tap A ae 
iit 3 A de. (£08! tes My yoy Aone i024 | 
iby, SAAR ye He Hae ION? ont ohag woheoe oid 328 
| | . | iiiuier ine bie 
Sd “te ARES D fies Geom 23 egies vend , oew) aa 
, Smeensete sz 
» aa ,sbade sinrstes ms T dea [isp ddbig &) see” 4 
; HM PAS HS Klee A OEE ovAH seeitiet a 
| “ede 

-$£BerVith 32 $2 seth itiw 2 fii 

He » gachaee (Peisided sider’ & igi sZu i be ive = 
stenoihhd wy oF state ahi BRIS ait bil 
‘BiM D othe 2 Hh did wavatn, #08 dettt ihee st 


itittadéonga giQiaed He rbas sede ab is atta 
4 


- 269 - Mr. Stechishin, cr-ex, 


tariff, presumably SO, yes. 

Q. If it were taken out the problem that you 
present in this brief would be removed? 

ae THheteis’ ri ent. yes. 

Q. And you could get your raw material from the 
United States at very much less Prevent? 

A. Correct : 

Q. It strikes me as something not entirely unrelated 
to the construction of the rate applying on farm machinery 
moving from United States factory origins to western 
Canada? 

nn I have not investigated the rate particularly, 
but I suspect it is an identical Situation. 

Q. Thank you, Mr. Stechishin. 

THE CHAIRMAN: Anybody else on behalf of the 
provinces? Mr. MacPherson? 
MR. MacPHERSON: No, thank you, Mr. Commissioner. 


THE CHAIRMAN: All right, Mr. Evans. 


CROSS-EXAMINED BY MR. EVANS 
Q. I will try to avoid mispronouncing your name. 
A. Stechishin. 
Q. Mr. 3techishin,at page 1, at the end of the second 
Paragraph this sentence appears: 

"Unfortunately, in practice, this tends to pile the 
burden on those localities which do not enjoy the 
advantages of competition by other forms of transport, 
either real or potential." 


I think you will agree with me, Mr. Stechishin, that the 
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burden on other localities is not increased by a com- 
petitive rate. Some other locality which enjoys the 
competitive rate does not pay what we have called, and 
what you call in your brief later on, out-of-pocket costs; 
would you agree with that? 

A. It would depend on whether or not the competitive 
rate actually meets out-of-pocket costs. 

Q. "es, Chat isi what = say. 

A. And also there is that Lendency 1 can eee. —o= 
when the railway applies for a blanket increase, as they 
have in the past, that is based on their revenue from the 
entire country, and a percentage increase would raise the 
rate of a high-rated rate by a greater number of cents 
per pound than a low rate, so that in a sense TS paling 
the burden. 

Q. I just want to suggest this to VOU Lecaues 
Suppose that the railway has to make a rate of 50 cents 
to meet competition; let us Suppose further that if the 
railway does not make the rate 50 cents the competitor 
takes the traffic; is that the usual way? 

A, That is true, yes. 

a Now, if the 50 cent rate to meet that competition 
pays more than the out-of-pocket costs of handling it, 
it does not increase the burden on the other shipper, does 
Lt? 

ne At the time, no; but I say when it does come 
to a question of a general increase, it might. For 
example, you have not had an increase from 1927 till this 


one in 1948. Well, if a competitive rate were instituted 
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in 1928 for twenty years it would not have any effect, 

but when you presented your figures on net income, that 
difference between -- Well..-l can “see your point; I am 

afraid I will have to agree. 

Q. It really doesn't matter? 

A. It really doesn't matter, because if you did not 
have the rate in you would not have that revenue; I agree 
with that. 

Q .. Now, you were discussing with Mr. Covert a 
Statement at the conclusion of about the fifth paragraph 
on page 1, and I would just like to get from you a little 
more clearly what your view is. You were saying there: 

"At the stroke of a pen, and without warning, 

we have been seriously prejudiced in a field 

accounting for 55 per cent of our total sales." 

Now, there you have been talking in the previous few 
sentences about the general increases in rates, and have 
you in mind that those general increases were accomplished 
at the Stroke of a pen? 

A. No, I am not referring to the general increase, 
I am referring to the fifty per cent increase on the rate 
On steel, steel plate. 

Q. Then I think you told Mr. Covert that you thought 
a meeting of the C.F.A. at which the interested shippers 
could present their views would be a desirable thing? 

A ee, that is true. 

Q. You would not suggest that with regard to 
general increases, would you? 

A: With regard to general increases, you have a 


public hearing, because it is before the Board. 
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Q. I just want to get it clear. 

ie That is correct. The Board's hearing is of 
course a public hearing. 

Q. Yes. Now, will you turn to page-2,, Mrs 
Stechishin, after the table of rates, comparing the rates 
from Churchill to Winnipeg with the rates from Montreal to 
Winnipeg, where you make this statement -- and I just want 
to see whether this is quite accurate: 

"This, of course, is due to Western Canadian 
class rating basis being different from the Eastern 
Canadian class rating basis." 

Now, I just want to make this Suggestion and see whether 
you agree with it, that the east-west class rates, so- 
called, are constructed very differently all around from 
either the eastern class rates or the western class rates? 

A. They are a combination of both, I understand. 

Q. ee, Dut in a little different way, I think, are 
they not? Do you know how they are constructed? 

A. I am not quite sure. I have read it, but they 
are based on the rate to Fort William, based on eastern 
basis plus a rate beyond Fort William, on the western basis, 
so the through rate reflects both factors. 

Q. Yes. I just want to suggest this to you, that 
probably the reason for this difference is not quite what 
you say it is, because, as you understand, the construction 
of east-west class rates involves the factor west of 
Fort William and the factor east of Fort William? 


A. Yes. 
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OD And you know, do you not, that the factor east of 
Fort William is what we call a blanket or an arbitrary? 

You knew that? 

A. basyely 

Q. It blankets that territory between Windsor and 
Montreal, and the same rate applies to any point within that 
territory to Fort William, and that factor is only used on 
the east-west combination; do you understand that? 

As That is true, yes. 

Q. You also understand that there is a factor of 
water competition in those rates; that accounts for the --- 

A. To what extent -- I am not quite sure if it 
actually does exist. The rates that we quote here are of 
course all rail rates, which apply whether or not competition 
by water is in existence at the time; in other words, it is 
the January rate as well as the July rate. 

Q. Well, I suggest to you that all rail rate reflects 
water competition in it. 

A. I would presume it does. 

Q. Particularly during the water navigation season; 
and then in the factor west of Fort William the so-called 
Fort William terminal rates apply? 

a. YOu 

Q. And I suggest to you that the Fort William 
terminal rates involve this so-called constructive or 
assumed mileage west of Fort William? 

As Ves. 

Q. And that the rate west of Fort William for the 
distance of roughly 410 miles is based on the class rate 


for 290 miles? 
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A. That is correct. 

Q. Ho cnet actually the explanation of those differ- 
ences may be found in thos peculiar circumstances rather 
than the difference in the class rating basis east and 
west? 

yay No, I don't agree. I feel that these differences 
are arrived at because of the different percentage relation- 
Ships of the various classes in the east and in the west. 

Q. You mean in part? 

A. No, wholly. I mean, water competition does not 
make fourth class a different percentage of first in one 
part and another. 

Q. Oh, no; but what you are suggesting to me is that 
Some of this difference in the rates as between Churchill- 
Winnipeg and Montreal-Winnipeg is due to different percentages? 

BS Neon 

Q. I would agree with you on that, but I saggest that 
for the greatest difference is due to the constructive 
rate to Fort William and Montreal to the west? 

A. I am not aware of the constructive mileage 
affecting the class relationships either in the east or the 
west. 

Q. Perhaps you misunderstand me? 

A. iam afraid I do. 

Q. What I am saying to you is that you have pointed 
out the fact that Montreal, although a much greater distance 
from Winnipeg, enjoys a fairly low rate in comparison with 
Churchill. I am not now speaking of the relationship 


between classes; that is your second point, and I quite 
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agree with you that there is a different relationship between 
classes, but the real reason I suggest to you for the 
relatively lower rates from Montreal arises from the cir- 
cumstances which I have just described. 

A Weld, 1p. to. 4 point, now, because this assumed 
mileage also applies out of Churchill, so that it is only 
the eastern factor. 

THE CHAIRMAN: Q. What is that last point? 

Bi. The assumed mileage that is used on the Fort 
William basis also applies out of Churchill. 

Q. In what way? 

A. 410 miles out of Churchill would be constructed as 
290, the same basis ag Fort William. 

MR. EVANS: 9. You have got advantages I did not 
know you had. Now, at the bottom of pagers, Mine Stechishin, 
you refer to this Aggregate of Intermediates clause, and you 
make the statement that... justofror the privilege of crossing 
an international bOundary and because the Canadian tarmithes 
not on file with an agency of a foreign government, you 
are required to pay this higher rate? 

A. Correct. 

Q. Now, have you been familiar with some of the 
reasons for that practive? 

Ps NOvec.73, 

Q. You have not read any decisions of the Board of 
Transport Commissioners? 

aie Not on that particular practice, NO versity 

Q. I suggest to you that sometimes, in order to 


€neourage local industry, you have domestic rates on a lower 
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scale than you would have for your international rates; 
you would agree with that as a proper policy? 

bs tes, wigs is true. Of course, I have covered 
that in the brief, and I can accept the Canadian Government 
doing it, but I do not think the railways should. 

Q. HOU dO mot. think the railways should encourage 
industry in their own country? 

Oe Well, wait a minute now. This’ is raw material. 
Restricting raw material is certainly not encourag” = industry. 

Q. You don't think so? 

A. weaon ct see how it 4s. I am talking about raw 
material, not finished products. 


Q. I am talking about this Aggregate of Intermediates 


fewer AS ter 8s it. affects sand, gravel, clay, scrap 
ron. 

Q. It applies to a lot of other things too, doesn't 
at? 

A. I have not any objection to its application on 
manufactured products. 

Q. You just object to it in one respect; the 
principle may be sound, but not as applied to the raw 
material in which you are interested? 

A. i mentioned quite specifically in that last 
paragraph on page 2 that these are all used in basic 
manufacture. The implication I think is quite clear. 

Q. Then I gather you are not attacking the prin- 
Ciple of this application of this rule except as to raw 


materials you use? 
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A. Weld, I am only filing the brief on behalf of 
the Vulcan Iron, and I cannot attack something that does 
not affect our firm. 

Q. No, but I thought perhaps as a man who was in 
business you might perhaps feel that there is something 
wrong with the principle, because you say that just for 
the privilege of crossing the international boundary you 
are forced to pay? 

A. I think I can say that I am Opposed to the 
principle, yes. 

Q. I was going to suggest to you that, without 
taking you into detail on rates, if a railway makes rates 
of domestic application to encourage an industry in its own 
country lower than the basis applicable between United 
States and Canada, that might be a good thing in many cases, 
meehHt Lt ‘not? 

As Is this a hypothetical case? 

Q. I am asking you in branes ples 

A. Because, I mean, to make a blanket statement of 
that nature is just a little bit awkward. A Wight 
some cases, but then conceivably it might be harmful in 
others. 

Q. The purpose of making rates of local application 
Only could be right in principle, cculd it not? 

A. Hardly, if it is in restraint of trade. 

Q. Well, let us go that far with you; but I am 
trying to get you down to the principle & this construc- 
tion of these rates, and I am suggesting to you, without 


going into detail, that in principle it might be quite proper 
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to make a domestic rate to encourage local industry which 
did not have application to incoming goods from foreign 
countries or exports and so on? 

ay. Pov think Tt 46. 4 function of the Government, 
not the railway. If the Government wants to put on a 
tariff to protect local industry that is their business, 
but certainly not the railways', I can't seen at, 

THE CHAIRMAN: Mr. Evans, do you intend to show 
that such things are done . 

MR. EVANS: Yes; there is no question about it, 
Sir. These have been most difficult questions, they 
have been argued at great length before the Board oi 
Transport Commissioners, and I Just did not want to leave 
an impression that things of this kind have not received 
a great deal of attention. They are not just arbitrary 
and ill-considered Suggestions of tariff making, and, 
as long as I have indicated tnat,; 1 do not propose to 
argue with the witness at all. 

COMMISSIONER INNIS: Do I understand that the 
Suggestion is that the railways to some extent have usurped 
the powers of Parliament in throwing out policies of 
protection? 

MR. EVANS: No, sir, but there have been a great 
Many cases where Canadian railways, just as United States 
railways, make rates to develop Canadian industry, both 
in the interests of Canadian industry and in their own 
interest to develop traffic that will move on their lines. 
Now, if they made those rates of apPlication to Unitea 
States traffic coming into Canada, the purpose sought to be 
accomplished would be defeated in many cases. 
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That is all the point I am making about it. It is not 
because it is government policy. It is because it is in 
the interests of the railway and in the interests of local 
industry. 
COMMISSIONER INNIS: As long as one realizes that 
-the railways are acting in their interests. 
MR. EVANS: Quite. 
COMMISSIONER INNIS: There is a difference between 
what might be governmental interest and railway interest. 
MR. EVANS: Quite. Usually you find that what 
the government is interested in is in maintaining local 
industries and that is also in the interests of the railway. 
The implement rates have been the greatest example of that, 
COMMISSIONER INNIS: But there are questions on 
which parliament has jurisdiction. 
MR. EVANS: Oh, quite so. 
Q On page 3 you make reference to the rate on silica. 
I assume you are not aware that that rate has since dis- 
appeared? & 
A I am. I mention the fact that the discrepancy 
has been modified. 
Q You said, "somewhat modified". 
A At the time I prepared the brief I was under the 
impression it had been increased in these two increases. 
I did not know that it had been cancelled entirely. 
THE CHAIRMAN: What is it you say about that? 
MR. EVANS: The witness has said in the concluding 
Sentence of the first paragraph on page 3: 
"This discrepancy has since been somewhat 


modified". 
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I am askirg the witness if he now agrees that the rate of 
95 cents on silica has been cancelled entirely. I was 
about to put to him that the present rate on silica be- 
tween these points is $1.79, 

Q Did you know that? 

A I am not aware of the PARES oO. 

Q ie ree perhaps a little mila CO. DUT Pe eas toads 
has been somewhat modified. It has been very substantially 
modified? 

A I admit that I was not aware it had been can- 
celled. 

THE CHAIRMAN: What wouldbe the right way to put 
ey tnen, that it has been Breatly modified? 

COMMISSIONER INNIS: Would You Say it has dis- 
appeared? 

MR. EVANS: The silica rate has disappeared. 

COMMISSIONER INNIS: This discrepancy has since 
disappeared. | | 

TEM WITNESS: That $1.79 rate =-'4s that a celacs 
rate? 

MR. EVANS: Tenth class rate, 

THE CHAIRMAN: The discrepancy has disappeared? 
Is that right? 

MR. EVANS: Well, I have nut calculated re OAR 
I can say is there has been a very substantial modification 
of the rate on silica. 

THE WITNESS: A substantial modificatien. 

MR. O'DONNELL : The rate has been increased more 
than three times. It was formerly 55 cents and it is now 


$1.79. That removes the discrepancy. I should like to 
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ask a few questions. 


Q I am sure, Mr, Stechishin, that we all want to 
put forward to the Commission Solutions that will be prac- 
tical? 

A erue: 

Q I would suggest to you that when you suggest at 
page 1 of your brief that there Should be public hearings 
in connection with rate changes that anyone interested, and 
particularly the railways, would be going into the business 
of holding public meetings on a pretty broad scale. I am 
informed that last year there were approximately 30,000 
tariffs changed. 

THE CHAIRMAN: What number? 

fee Oo DONNELL: Roughly 30,000 tariffea, “ft may 
ae been 28,000 or 32,000, but somewhere in the neighbour - 
hood of 30,000 tariffs were altered last year. Then in 
connection with these individual tariffs in some of them 


there were many enanges in items. 


Q That is a fact, is it not, Mr. Stechishin? 
A True. 
Q That would mean a terrific number of hearings , 


would it not, if your Suggestions were to be acted upon? 

A Not necessarily. There are a number of cases 
where a nearing would not be necessary. I frequently get 
Calls from the railways about proposed changes, telephone 
calls, and they ask me what I think about it, and if I have 
any objection I make it over the telephone. 


Q That is because they knew in a particular case 
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that you happen to be interested? 

A That istrue, but that only applies on rates though 
that are under the jurisdiction of the western lines of the 
C.F.A., not the eastern lines. 

Q But by reason of your particular interest in that 
Pate, they notify you so that you may be made aware of what 
fe 2h mind? 

A thet Ae true. 

Q I think we can agree that in most cases there ig 
pretty complete cooperation between you and the railways 
in so far as adjustments of that kind are concerned. You 
are advised; you get circulars, and you mentioned telephcne 
Patios. That is the type of information you get from them, 
eat. not? 

A That is correct, yes. 

Q Then how far would you wish to go with the sug- 
gestion that there should be public meetings in the light 
of the fact that there are so many of these tariffs changed 
maa year? Rate making Boes. On. dally . 

A phat, of course, as something that. I cannot say. 
#900 feel though that if you are going to alter a rate 
between two points that notice in the papers at those two 
points might be satisfactory. 

Q All these tariffs are on file, are they not, in 
the various shipping points? 

A Yee. 

Q They have to be posted in the stations? 

A At the railway stations, yes. 

Q Where is your plant located? 
A 


Right in Winnipeg. 
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Q You are on the mailing list of the C.F. As, are 


you not? 

A Yes. 

Q You get notices from them from time to time? 

A Prine; 

Q What more can be done without entailing a con- 
Siderable amount of expense? Your suggestion is that it 


Be put in ‘the newspapers but that costs a lot of money where 
you have 30,000 tariffs. 

A 30,000 rate changes or 30,000 tariffs? 

Q 50,000 tariffs and hundreds of rate changes in 
individual tariffs, That would mean a terrific amount of 
eeanuine “lt mi cht develop the paper industry to a certain 
extent, but it would entail a Low of Gitricwioy. 

A wea Look at 1b another way. The railways pub- 
#ish the tariff. It is filed with the Board subject appar- 
ently to suspension. Are you not taking an awful chance of 
wasting paper that way? 

Q There is something in that, of course, but under 
the law you have to do that. All I am asking you is what 
you would ask by way of amendment? That is required under 
the law. That is not the fault of the railways. The 
railway saves as much paper as it can. That is under the 
law. 

COMMISSIONER INNIS: Q. May I interject to ask 
what you would regard as a reasonable length of time to be 
warned of rate changes from the standpoint of your business? 

A What I had in mind was - I cannot be too specific 
on this because of course I am looking at this thing 


objestively naturally, from the point of view of my own 


te 
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firm. We happen to be in a city where the C.F.A. is 
Located. .I heard ef one case, and DD believer 1 43 true, 
where a particular person wrote the C.F.A. and asked them 

to be present at the discussion of some rate he was 
encerested in. He got a reply back three weeks later saying 
that the meeting had been held and that the decision went 
against him, but he was not permitted to attend the meeting. 

Q You have not in mind any sort of ideal for your 
firm? 

A ieanitookine at it objectively. 

Q You have a lot of calculations to make. What 
would be the length cf time that you would ask for? 

A Wellsithe thirty day figure is reasonable provided 
pomlare ecvually notified Prior to thirty days, but 7 ime 
that we are not. We very rarely get more than three weeks, 
and I have cases where I know, for example, that in one 
particular case I got it eleven days after the tariff was 
changed, 

Q Would you say forty-five days? 

A This last increase of September 15, 1948 - I got 
my copy on April 11 after writing the C.F.A. three times 
Bex iit. | 

Q Would you say forty-five days? 

A Forty-five days - actually what I would like to 
see, and I am speaking personally again, the railways do 
know in the nature of their business who is interested in 
a prespective rate change. I would like to see scme notice, 
either by mail or pamphlet, or whatever you like, that the 
Tailways are considering changing a rate, and if you have 
any objections to state thembefore the tariff is printed, 


not after. 
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MR. O'DONNELL: Q. There are requirements in the 
Railway Act that you Suggest should be amended so that a 
little different type of notice might be given, or a differ- 
ent length of time allowed to the Shippers? 

A They are on file with the Board thirty days before 
the increase goes into SLESets but we certainly do not have 
thirty days notice. 

Q You have an opportunity of appearing at a meeting 
immediately following the coming into force of the et 
eo er as that is concerned, have you not? 

A That is true, but what do we do inthe meantime? 
me Have lost that. Do we get it back? 

Q I suppose it is rather hard to take care of all 
possible eventualities, and all you are looking 2b a3 your 
Own company's point of view in the case? 

A True. 

Q But so far as your own experience is concerned 
you have been advised in the way that we mentioned a while 
ago, even by telephone in some cases, and at the next meet- 
ing of the Freight Association I understand the Practice. is 
that you can appear and voice your complaint? 

A But the po4nt I should like to stress there is 
that even if our complaint is successful we have still lost 
it in the meantime. We have paid higher rates than what 
would have been paid if we had been informed. 

Q Then you have the further right also to complain 
to the Board? 

A You still do not get your money back. 

Q That is correct, amd you have some submission to 


make Concerning that. Your brief speaks only of being 


hee? 
¢ 
rr 
. 
=? ry: 
>a ~ 
meee ¥34 
= fy 
Poe | 


> LITVM Lae = 


OM “Raeto sot ya 


oS 
= qe ort" ESR ; ss * 


g 


-287- Mr. Stechishin, cr-ex, 


advised in cases of increases. What would you say where 
the shipper igs Bevting a requction? 

A I would Say the same Situation should apply, 
because we are just as interested in a competitor of ours 
getting a reduction aS we are in increases of our own 
Paves, It still affects our competitive pposition. 

Q You would soon find out whether there has been any 
change in the position through your own experience or from 
your competitor? 

A Well, competitors do not generally tell you these 
things. 

Q But you find out very quickly in the trade? 

A True. 

Q As to these classifications that YOu. Speakeor a: 
the top of page ¢ of your brief, have you ever made any 
application to the Board fora chance in the classifications 
to conform with your idea of what they should be? 

A No. 

Q You know that the Board has Jurisdiction to 
entertain that kind of applicatican? 

A team inelined to'feel that an application of that 
nature on 3 general rate matter should come from a public 
body rather than froma private firm. After ald aneno ee 

Q If the classification is wrong, whether it comes 
from a public body or a private firm, the Board has to take 
Notice of it ang Bo inte At? 

A Well, at it this way. I think it is wrong from 
the point of view of principle, but it is just as wrong for 
*ur Competitors as it is for us. We are not suttering by it 


unduly. 
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Q All I am pointing out is that you Suggest it is 
wrong, and you have never done anything about it although 
you know that the Board of Transport Commissioners has 
Jurisdiction? 

A Thetis right, yes. 

Q You know it is a very informal procedure to set 
their machinery in motion? 

A Quite. 

Q Bil yourthave to do ts to notify them and Chey i 
mere into it? 

A The reason for not doing anything about oe ete 
Can put that down, is that this is a major task, one that 
ts too large for a firm Ol POUr isa Ze Feo: Gaice son Oy DTtsenr. 
As I say, it has not affected us unduly because other 
Steel manufacturers Li the vcity ton Winnipeg are under the 
Same handicap, not only steel manufacturers but other Ship- 
pers in the City of Winnipeg are affected to the same ex- 
tent as we ape. We are not hurt anytnine@uby Ti 

Q On the other hand, in so far as it being a very 
PeiCult task) aly you have to do is to write to the 
Board of Transpomt Commissioners and give them notice that 
there is Something wrong and they investigate it, and have 


the Jurisdiction to do cine 


A I Go not do anything but sit back and mail a post- 
card? 

Q That is. all you have to do as I understand it. 
mee Chief Commissioner said that at a public hearing. I 


have, forgotten where it was, but it is on the record, 
That is all you have to do. If you think that a classifi- 


Cation is wrong the machinery is there to have it rectified. 
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A I will grant you that. 

Q Ate Pight.. Tee as g0 on. I have one question 
with respect to Hudson Bay. You being a businessman would 
agree that if that particular port was given any advantage 
over other routes, over other ports such as Vancouver or 
Prince Rupert, there would be a terrific stream of com- 
plaints from the interested parties in those ports? 

A Unquestionably. 

Q And when the C.N.R. allows the 
eame tariffs to apply in connection with Churchill as they 
ao for Vancouver, Prince Rupert and Port Artur “thal ae 
pretty fair treatment, broadly speaking, is it not? 

THE CHAIRMAN: That is what? 

MR. O'DONNELL: @. Iam sorry. I Suggest to the 
Witness that when the GeN RR. tariffs with respect to Church-— 
ill are the same as they are to Vancouver, Prince Rupert 
and Port Arthur, that is fair treatment for Churchill? 

THE CHAIRMAN: They are the same, are they? 

MR. O'DONNELL: That is my understanding. 

THE WITNESS: They are the same. 

THE CHAIRMAN: What about this constructive 
mileage? 

MR. O'DONNELL. That is inherent in the entire 
rate Structure, That is passed along to them; they get the 
benefit of that. 

THE CHAIRMAN: Does that affect Vancouver? 

MR. O' DONNELL: I understand that in certain cases 
Vancouver gets the benefit of that, and these other ports do 
@lso. What I am suggesting is that Churchill is given the 


Same treatment as these other ports, and that if the 
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witness! suggestion were to be carried out there would be 
a terrific amount of complaints from the other interested 
Pareles, Lrthinik he agreed with that Suggestion. 
THE WITNESS: No; I do not agree with it because 

Oi several factors. In the first place I do not think that 
the present circumstances or the Situation at Churchill is 
in any respect similar to that at the other ports to which 
aoe refer. in the second place any rate which permits 
1,000 tons to move one way - pardon me, 160 tons one way 
Por every ton in the other direction on the face of it 
cannot be an equitable rate. It is not good business. 

Q You heard yesterday that apparently the shippers 
have not taken favourably to Shipments through Churchill? 


Were you here yesterday? 


A Tess They have outbound to the extent of 160 
tons. 

Q Tome certain extent. 

A If they have outbound why can they not inbound? 


Apparently the freight factor in Canada in that total move - 
ment is detrimental to that movement. 

Q All that moves out of Churchill igs SS ie Foe 
not? 

A Ana lumber. 

Q The shipper from South Africa, England, or else- 
where is the man who is going to choose the route, is he 
not? 

A Correct. 

Q Apparently the experience has been that these ship- 
Pers prefer eastern ports in this connection. Certainly 


they do not adopt the Churchill routing with as much 
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rapidity as they do Somewhere else? 

A That may be because of the rate structure. 

Q SNe SOL far as you know how could it be due to the 
rate structure, particularly when the Same treatment is 
accorded shippers in these other ports that Churchill gets? 

A Wel?) I’ cavinotoses any other reason for it because 
ae l Were to accept your premise that would have to apply to 
the outbound movement too, but apparently shippers do like 
the outbound Moverent.) The loading through Churchill is 
done to a large degree by the receivers of the grain 
because they bay the same price whether it is Churehi at. 
Fort William or Vancouver on an outbound movement of srain. 
if they prefer it for outbound movement what other reason 
can there be for not preferring it for inbound movement 
except the difference in freight rate? You have got a low 
Pave out and a Hien wave eLi.. 2a may be wrong, but that is 
my assumption, 

Q iW aorormation le that the eae cecan rate 
applies to Churchill as to Montreal. 

A Correct. 

Q And then from that point on Churchill gets the same 


treatment as a shipment through Port Arthur? 


A Mere /is anothertfactore: 

Q Is that your understanding also? 

A Yes. 

Q And likewise that through Vancouver and through 


Prince Rupert the same treatment is accorded as is accorded 
Churchill? 


A True, 


Q That being tkhhe case what do you suggest to the 
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Commission Should be their recommendation, particularly 
when the choice of route lies with the Shipper? 

A I suggest to the Commission that they should do 
Something about bringing back 159 empty tons for every ton 
outbound, 

Q In the final analysis that lies with the Shipper 
who has the option of Shipping via Montreal, Vancouver, 
Prince Rupert or Churehil] . 

A Well, are you suggesting that 4 lower rate would 
not mean greatep use of the port? 

Q Pardon? 

A Are you Suggesting that the rate has no bearing 
on the use with regard to inbound movement ? 

Q I am Suggesting Simply that where you have three 
or four ports Open to @ shipper that the shipper makes his 
Choice, and that the ocean rate being the Same, as we have 
agreed, it is up to the shipper ag to what route he will 
take? 

COMMISSIONER INNIS: Mr, O'Donnell, what do you 
mean by "ocean rate"? 

MR. O'DONNELL: For instance, I understand that 
@ shipment from England, let us Say, to -- 

THE WITNESS: North Atlantic porte: 

MR. O'DONNELL: North Atlantic Ports., including 
Churchill, the rate is the same. 

THE CHAIRMAN: The insurance is not the same, 

COMMISSIONER INNIS: Do you mean going both ways? 

MR. O'DONNELL: I am only talking of shipment in. 
The witness! Suggestion is that shipment through Churchill 


Should be Promoted so that more traffic would move through 
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Churchill than presently moves. 

COMMISSIONER INNIS: Yes, but do I understand that 
someone shipping with no chance of getting turn-around 
traffic is Zoing to choose one port rather than another? 

MR O'DONNELL: Tf think that the Ship operator 
Bertainly likes a port where he gets turn-around traffic, 

I am Speaking now of the choice in the first instance of a 
Shipper in England Shipping to Canada. He has the selection 
of the Montreal port., for instance, the Halifax port, Saing 
John or Churchi1? . and the ocean rates being practically 

the same he has the choice of where he will ship. He knows 
fiat if he Ships to Saint John he hes @ port: that is open 
all year round, and he opts for that port. I am merely 
Suggesting that when equal treatment with these other ports 
is accorded to Churchill there can scarcely be any complaint 
there, 

THE CHAIRMAN: The Witness seems to think that 
some action might be taken to increase the volume OL 
freight through Churchill into Canada. How can it be done? 

MR. O'DONNELL: I think the suggestion that the 
Witness is making is that Churchill be made so attractive 
that shippers will Ship through Churchill. 

THE CHAIRMAN: But how can that be done? 

MR. O'DONNELL: That is what I am interested in 
finding out. I Suggest to the witness that as soon as 
Churchill is given any discriminatory benefit in the way 
Of a reduced rate which would attract traffic to it there 
Will be complaints from all the other sections of the 
Country which have an interest in ocean ships such as the 


fastern ports, or Vancouver or Prince Rupert. 
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Q Have you any Suggestion to make to the Commission 
as to how that can be done? 

A If the other ports can prove that they are moving 
160 tons out for every ton in then they woulda have a 
legitimate complaint, but I certainly think it is in the 
interests of the Pailway and in the interests of the eoun 
try to see that traffic is carried both ways on every line. 

Q That. is right, and the Facilities of the railway 
have to be there? 

A True. 

Q But in the final analysis it is the Shipper who 
decides which way he will ship? 

A If you make the rate attractive to the shipper 
that will help the position considerably. 

Q ie minute that is done and discrimination in 
Pavour of Churchill 1S put into effect on the basis of 
pour thesis, and to permit you to bring in Shipments from 
your four English 2gencies, will you not agree with me 
there would be complaints from every port in the country? 

A I will grant that, 

Q That being the case, and equal treatment being 
accorded Churchill ratewise with all other ports, what can 
be fairer than that? If you have cny Suggestion that is 
What the Commission would be interested to hear. 

A Equal treatment is based on the presumption that 
the situation is Similar, but the situation is not similar. 
You have got 53 cents terminal charges at Churchill and 
4-3/4 at Montreal. You can also bring in machinery on the 
fifth class rate from Montreal to Winnipeg. Assuming that 


the ocean rate is the same you have lost three-quarters of 
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a@ cent on the terminal charges plus an additional Six cents 


from Churchill to Winnipeg. That is a difference of 6-3/4 


cents right there, not counting insurance, 


Page 295 follows 
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Q. Well, POSSibly the Shipper takes this into 
consideration too in connection with Churchiiiy thap tie 
port is open a relatively short part of the year. That 
may have some bearing on the amount that goes through 
there. Would you aePree With that? 

A. At the present time, yes. 

Q. And that may be one factor, and there may be 
many others. But on the basis of the figures you set 
out at the top of page e of your brief, Shipments get 
into Churchill at 316, and into Montreal at 5e3, ano the 
ocean rate being the Same, Churchill is favored even over 
Montreal? 

A. How much of that traffic moves at first class? 

Q. I do not know that. 

A. I take the carload rates, the fifth and sixth; 
you get into Churchill at 123, and into Montreal at 
G22, ethet is fairly close, 

A. But you have higher terminal charges at 
Churchill and higher insurance, too. 

Q. But that is due to the fact that Churchill is 
Situated where it is situated. At any rate on the basis 
¢ the rates which you set out there, -Churchiaiy has not 
got such a great difference. I expect you would like to 
See shippers use it more than they do? 

A. These rates are based on the 436.7 miles which 
you are ignoring in comparing them. 

Q. There is a whole array of factors which go into 
those rates? 

A. If you have the same mileage and the same rates 


with a difference in favor of Montreal - - 
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Q. Many factors entep Lee) 2 be 

A. True. 

Q. There being many other factors, I do not think 
you and I are qualified to §° into them in an expert 
way. But if Churchill ig given equal treatment with those 
other ports which we have mentioned - 

A. I was trying to introduce another factor which 

enters into the making of rates. 

MR. FILLMORE: AS the witness is a member of the 
Board of Trade, I do not think he is being treated 
Pairiy by Mri O'Donnel? in Saying that Churchill gets 
the same treatment as other points. The point is clear 
an hisibrier, namely, that goods come from Montreal 
much more cheaply than they do €rom Churchill notwith- 
Standing the difference in Mileage. His point is in 
his brief and that is the point he is making. He is 
not agreeing that Churchill receives the same treatment 
in that respect. 


MR. O'DONNELL: I am the last person in the world 


who would wish to be unfair to anybody and I do not think 
Mr. Fillmore means that I am unfair to this friend of 
mine ,Mr. Stechishin. I am just asking him as to a 
remedy to bring about what I think he would like to have 
prevail :. in his own Inperests that ia, more 
favorable treatment for Churchill than it is getting at 
the present time. 

A. That is correct 

Q. Have you any suggestions in that regard? 

A. I make the suggestion: By means of nominal 


toils. 


2O7 Mr. Stechishin, cr.ex. 


THE CHAIRMAN: @Q., By what? 

fs <By noninel tolls. 

MR. O'DONNELL: In other words you want the 
traffic to be handle@ - - - 

A. I want the rates to be reduced necessary to 
the extant to move the traffic. My contention is - 

Q. Notwithstanding what loss might be involved in 
SOLS: 15? 

A. There is no loss, because you are sending 
cars back empty. And that rate which moves traffic would 
be additional revenue to the Hudson Bay Railway. 
Vancouver and Fort William Should have no more complaint 
against the low rate from Churchill than they have against 
the low rate from Montreal. 

Q. On your theory you would be movinena..oticé 
empty cars from Fort William. 

A. Not necessarily. 

Q. You have no other suggestion than that to make 
to the Commission. 

A. On that particular point, No. 

COMMISSIONER ANGUS. Q. Would there not be a loss 
to the railways if the traffic which was attracted to 
Churchill was not new traffic but Simply diverted from 
one of the other ports. 

A. I do not see where it would be a loss because it 
is simply moving traffic over.one route instead of another. 

Q. But moving it at nominal rates. 

A. These distances, and the traffic coming at the 
Same rates, if you used them on the same basis, then you 


are doing less work for the same haul; you have got the 
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car coming back empty anyway. The expenditure is there, 
BO it 1s not a loss of revenue: 

MR. O'DONNELL: Q. Would it not mean cars coming 
back empty from some other route which is not happening 
possibly at the present time. 

Aw You are asking about cars coming back empty on 
Some other route. That dees not necessarily follow, 

Q. Unless there Was new traffic. 

Dee = sari trying toencourage new vrariic. 

Q@. But not traffic merely diverted from some 
echer port. 

A. True. 

eee: et tie PPesent ‘Gime the Shippers seem to 
prefer the other Atlantic ports. 

A. I would say he is driven to the other ports’. 

weuet do not Know anything about that. Take a 
Shipment to Regina. It would be cheaper through 
Churchill, yet it does not move that way. 

A. Some do. 

ae 8 relatively small amount. You have given 
Some figures. Would you Suggest again that it is not 
the choice of the Shipper which determines where it will 
run » 

a TheTchoileesor the Shipper? 

Q. The shipper from England, despite the fact 
that the shipment can go via Churchill to Regina cheaper 
because of the rail haul, prefers to send it via Martreal 
It is the choice of the Shipper. 

A. It is the choice of the Shipper depending on 


the point of sale, of course. 
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MR. O'DONNELL: Thank you very much. 

THE CHAIRMAN: Does anybody else wish to ask some 
questions? 

MR. FILLMORE: [ would like to ask one question, 
Mr. Chairman. 

MR. FILLMORE: Q. Is it the burden of your 
complaint that there is discrimination against Churchill 
because goods are hauled from Montreal to Winnipeg, 
T4141 Mites’, fat practically the same price as they are 
hauled from Churchill to Winnipeg, 436.7 miles ? Ts that 
the essence of your complaint? 

A. That would indicate that, yes. 

Q@. Although it is 936 miles shorter, (they 236.7 
miles? 

A. It would indicate that; but that would apply 
to Vancouver and Fort William in that case. 

Q. Isn't that the complaint you are making? 

wae ress i] ‘would Say that the rate from Churchill 
Should be at least higher than the rate from Montreal on 
a mileage rate basis. 

Q. Should it be lower on a mileage basis? 

A. On a mileage basis? 

Q. Yes. 

As? We didnot make any specific suggestion on that 
point because I think to derive a rave to ‘getrthe fai 
use of the port would be a matter of trial and error to 
the extent necessary to move the traffic. 

MR. COVERT: Q. ‘There was JUSt One: Pointe - 


unddrstand the rates from Vancouver on July lst will also 
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be on the same basis as from Churchill, 

A. That is correct, yes. 

Q. If Churchill was changed, then, presumably, 
the rates from Vancouver would also have to be changed. 

A. That does not necessarily follow. Vancouver 
would ask for it,naturally. But I maintain that 
circumstances are not Similar at the two ports; and 
because one port hag it is no reason for another port 
to claim the same Late, Unless: they can show Substantially 
Similar circumstances on their movements, 

Q. You suggest that the circumstances at Churchill 
are different from any other port in Canada? 

A. Definitely. 

THE CHAIRMAN: Thank YOu. 

MR. COVERT: The next Witness, Mr, Chairman, will 
be the Manitoba Pool Elevators and I understand that 
Mr. Scarth will speak to the brief. 

MR. SCARTH: Mr, Chairman, Mr. G. N. McConnell, 
Vice President of the Manitoba Pool Elevators will 
present the brief. I might say that the Manitoba Pool 
Elevators may, at a later time, want to file a further 
brief, and they reserve the right to file such a brief 
at Ottawa, because they feel they may have to amplify 
some of the matters which have been raised in this brief, 
and as yet they are not sure about their intention to 


file a further brief at the Ottawa final hearings. 
G. N. McCONNELL, called 


THE WITNESS: To the Chairman and members, 


Royal Commission on Transport&étion, Ottawa, Canada, 
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Gentlemen: This submission is made on behalf of 

the 26,000 farmers of Manitoba who constitute the 
membership of the Pool Organization. It is made 
because of the position Manitoba Pool Elevators takes 
in the economic life of the Province and because of 
the larger number of producers it represents. 

I would like to add that these are actual active 
members of the grain handling organization and, in 
addition, we are agents for possibly 6,000 to 8,000 
additional livestock farmers; and it does not include 
the forage crops and seed Growers association. So the 
figure may be 32,000 to 34,000 active farmers in Manitoba. 

Manitoba Pool Elevators igs wholly owned by 200 
local elevator associations Scattered throughout the 
farming areas of Manitoba and on their behalf operates 
245 grain elevators in the Province. The Pool also 
operates a forage crop seed plant in St. Boniface, 
Manitoba, a feed mill at Portage la Prairie, Manitoba 
and three terminal elevators at Port Arthur, Ontario eis 
also acts as agent, through its Livestock Branch, for a 
large number of the livestock producers of the Province, 

Manitoba Pool Elevators is a medium through which 
the members of the Associations express their views 
and opinions and also through which the members control 
the policy of the organization. These farmers, through 
their Association meetings and members! meetings of 
Manitoba Pool Elevators, have indicated deep interest 
in the matters which the Commission is Studying. 

During the 1947-48 year alone forty-nine Associations 
recorded. in the minutes of their meetings the 


conclusions they have reached after discussions on 
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transportation and freight rates. The following 


resolution was presented by the Members and passed 


at the Annual Meeting of Manitoba Pool Elevators in 


October 1946: 


"WHEREAS it has been officially announced that 
the railway companies intend to ask the Board of 
Transport Commissioners for a thirty per cent 
general increase in fr. ght rates; 

AND WHEREAS such increase would inevitably 
increase the cost of distribution of all classes 
of commodities and thus increase the costs of 
production; 

AND WHEREAS these costs would necessitate a rise 
in prices and add to the cost of iiving 6f aL2 
classes of the people and cause a general 
disturbance in the whole of the national economy; 
AND WHEREAS such disturbance would affect the 
farmers of Western Canada most severely because 
of their distance from markets and the additional 
cost of production; 

AND WHERFAS it is the announced policy of the 
government to preserve price ceilings and avoid 
causes of inflation; 

NOW THEREFORE BE IT RESOLVED that this annual 
meeting of Manitoba Pool Elevators do protest 
most strongly against such proposed general 
increase in freight rates and do urge upon the 
government that because of the menace of such 
increase to the national welfare the application 


of the railway companies should be definitely 


rejected." 
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The following resolution was passed unanimously 
at the Annual Meeting in October 1948; 
"WHEREAS Western producers are bearing the brunt 
of increased freight rates as they affect 
consumer goods, (machinery repaifs, feeds, fuel, 
clothing, groceries, eben) send Also 6. they 
affect farm produce; 
AND WHEREAS transportation companies are seeking 
further increases in carrying rates; 
AND WHEREAS we believe that farm income has 
already reached its peak; 
THEREFORE BE IT RESOLVED that very strong 
objection be made to any further increase in 
FVetehnt rates." 
These resolutions can properly be interpreted as 
instructions to the Directors to pursue the policy set 
out therein. Manitoba Pool Elevators therefore represents 
the members and makes this Submission on their behalf. 
Our position in relation to the questions under 
consideration by the Commission is no different to that 
of any other primary agricultural producer in the 
Province. We could take the position that the arguments 
advanced are on behalf of and in the interests of ait 
farmers, since transportation costs have the same 
effect on all producers, regardless of what agency 
handles the product. 
Grain deliveries through the Associations amounted 
to 29 million bushels in the 1947-48 season and 
constituted 41.75 per cent of the total country elevator 


handle in Manitoba during that year. 
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I might say that this year is possibly a better 
year and we might reach the extent of 49 million bushels, 
or 45 per cent of all the grain. 

Manitoba Pool paid freight on grain Shipments to 
Fort William for these farmers, in the past five years, 
a total of approximately $15,600,000. 


Grain Freight Account 
ee ACCOUNT 


Year ended 31st July 1944 - 4 3,800 ,000 
‘ n " tots on 3, 300,000 
" " " * Views k= 2,700,000 
: " h " 1947. 3,200,000 
n " " Ut ORG © px 2,600,000 

Tete = $15,600,000 


I might say, Mr. Chairman and gentlemen, that these 
figures include the weighing and inspection charges, 
because we could not find any figures which excluded them. 

Shipments of Western Canada grain to terminals for 
the 1947-48 crop year were as follows (from Grain Trade 
Year Book): 


To Fort William and Port Arthur 255.5 million bushels 


To Pacific Coast to.4 " : 
To Churchill 5 ey als " 
Total 2909.6 " " 


The total for the previous year was 368 million bushels. 
No figures are available to show the total freient 

bill involved in this large railway freight movement, but 

we estimate it to be approximately $50 million * for the 


1946-47 year, 


* (368 million bushels of wheat basis ex 25¢ 
freight rate point = $55 millions) 
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We used the figure of 368 million bushels of 
wheat, basis of 25 per eent freight rate which works 
out at an average of 15 cents per bushel and comes to 
the figure of $50 million of freight on that grain. 

In addition there are large sums paid for interior 
Shipments to milis, ete., and for the movement of flour 
and other grain products. 

Grain crops are only a portion of the farm 
production of Manitoba. The Manitoba Department of 
Agriculture in its publication "Report on Crops, 
Livestock, etc. Produced in Manitoba in 1948" shows the 
estimated net Agricultural production of Manitoba for 
a0 to be as follows: (In thousands of dollars) 

Field Crops $164,000 59 4% 

I might add that that does not include Wheat Board 


payments which have been made since that was compiled, 


Livestock $ 54,300 194 
Wool 216 .1% 
Dairy Products Sd he ~ oo) lah 
Garden Products Poh LOE, 2 
Poultry Products 19, 843 7 % 
Fur Farming 1,500 50 &% 


Clover and grass seed 2,199 1 % 
Honey and wax 1, 2ol 40 & 
$ 278,174 100 % 


Transportation charges are a major factor in 
reducing the net income to the farmer on all of these 
products. He pays the freight, not only on what he 
Produces but also as a consumer on his purchases of 


Equipment, fuel and other manufactured goods, 
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The farmers on the prairies are necessarily 
more conscious of the impact of transportation costs 
On our economy than any other large group of freignt 
payers in Canada, They know the prices received for 
their products in the distant market places, They know 
what they receive at the local Shipping point. They 
know what they pay for the manufactured goods they 
consume, what they pay for the machinery so necessary 
to economic farm production, what they pay for fuel 
Gii and coal; they also know that freight rates bear 
heavily on the prices they pay for all of these things. 

They know that they must continue to pay the same 
freight rates in times of depression. 

The farmer also knows that he could not survive 
on the prairies without efficient railways. 

I would like to take a minute, sir, to commend the 
railways for the excellent effort that they put forth 
during the war years. I do not think it was second to 
any, and as Canadians we are proud of it) Batis Suggest 
also, as a farmer, - and I am actually a farmer - that 
if that effort of the railways was surpassed, it was 
Surpassed only by the farmers, the producers of the 
western prairies, who, with a depleted labor force, with 
480 thousand young people in the armed services,made 
the record possible by the production that went and the 
railways had to handle. We exceeded) Hum grain and pork 
products and bacon, even with the depleted labor force, 
anything that we had ever experienced before, | 

It is impossible to Segregate the economy of 


Manitoba from that of the other two Prairie Provinces, 
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and we find it necessary and desirable in this 
Submission to deal to a large extent with the Prairie 
Region as a whole. 

MANITOBA REQUIRES LOW TRANSPORTATION CHARGES 

Agriculture is Manitoba's largest industry and by 
far the largest industry in the Prairie Provinces. 
Other industry and the entire economy of the West is 
dependent on agriculture. Prairie prowuction and 
Prairie consumption is the foundation of prosperous 
industry, trade and transportation throughout the 
Whole of Canada; it provides the raw material for many 
Canadian factories and its products constitute 4 
very large percentage of Canadian exports. 

The Canadian Prairies are in the Centre of tne 
continent. Winnipeg is 1,358 miles by rail from 
Montreal and 1,572 miles from Vancouver (C.N.R.) Those 
are taken from the Canadian National Railways time table. 
The prairies themselves extend for some 800 miles west 
of Winnipeg. 

A very small portion of Prairie production is 
consumed locally. Canadian domestic markets can only 
be reached by a very long rail haul and export markets 
are seldom available on this continent. As a result, 
freight rates on prairie production are a very much 
larger proportion of the market price than in any other 
part of Canada. 

Heavy transportation costs are paid by the 
producer on the goods he has to sell as well as on the 
goods he must buy. In addition to paying more for 


necessities of life as an ordinary consumer, the farmer 
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of Western Canada pays for a long freight haul on a 
heavy movement of machinery and Operating supplies. The 


following are examples of goods manufactured largely 


in Eastern Canada: 


Page 315 follows 
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"Unloaded at Stations in Manitoba, Saskatchewan 
and Alberta 


(From D.B.S.Reports) 


1946 
Agricultural implements 154,455 tons 
Automobiles and parts 80,562 
Household goods 18,655 st 
Furniture eiawie hatin we 8 Ny 


I should just like to adq a. little to the 
implements there, Mr. Chairman and gentlemen. It is 
rather for comparison. The retail value on that tonnage 
in 1946 was $98,050,000, but, just to show the improved 
purchasing power of the western prairies, and also what it 
meant to the peas in additional freight, the retail 
value in 1948 was $204,000,000. I have not got it in 
tons, but the price almost proved that the tonnage almost 
doubled. I might also say that over almost any given 
average years that freight movement is heaviest in the 
prairies; I would say between 65 and 75 or 80 per cent 
Pe cie tOcel us in the prairies. 

"We are vitally interested in foreign markets 
and recognize that competition is much keener in the 
export market than in the domestic. in fact, the 
domestic price for many of our products is established 
in the export market. 

"Consequently, the costs of getting produce to 
the market have a direct bearing on our Sanity in 
Canada to meet our competitors. This fact has long 
been recognized by the establishment of export and 


import freight rates at lower levels than domestic 


rates. 
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wthe combination of rail ana ocean rates at 
the lowest possible level for the transportation 
of products is a distinct advantage to any exporting 
country, and we would point out that agriculture 
in Western Canada is particularly sensitive of this 
fact. 

"We contend that, because of the importance to 
the economy of Canada as a whole and of the 
railways themselves, this principle of lowering 
rates to meet international competition should not 
only be preserved but extended. 

"Freight rates on agricultural commodities are 

rigid during period of drought and price deciine,. We 
do not contend that freight rates can be reduced 
in periods of depression, but we do maintain that 
they shohld be kept at a minimum at all times. 

"A study entitled 'Prairie Population Possibili- 
ties" was prepared for the Royal Commission on 
Dominion Provincial Relations in 1939; this was by 
Professor W. J. Waines. The findings of this study 
on the variability of farm income in relation to 
fixed operating expenses are very pertinent to a 
Study of Canadian transportation. We quote 
extracts from Pages 47 to 51, as follows:-- 

'The extreme variability of farm income on 

the prairies is a factor which discourages 

increasing the density of population 

If the prairie farmer is to be in a position 

to survive depressions without undue out- 


Side assistance he will require reserves of 
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a DOInGhinek. oe The variability of farm 
income arises not only from the fluctuations 
in gross income due to drought, rust and 
other agricultural evils, but also variations 
in prices. Equally important is the relative 
inflexibility of farm costs 
"For the Prairie Provinces as a whole, gross 
cash income fell from 100 in 1926-28 to 
40 in 1930-37, but cash operating expenses 
fell only from 100 to (Oa 
"It is not likely that freight costs were 
included in either the Bross income or operating 
expense figures referred to. Because of the 
relatively large crops but low prices in the early 
thirties, freight costs at fixed rates. if 
included, would greatly accentuate the variation 
quoted. 
"At Page 49 the following table is given under 
the heading of 'Farm Cash Income in the Prairie 


Provinces": 
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(These figures are in thousands of dollars) 


Percentage 
1926-28 hee 
= 1930-37 O- f 
1928 ©1932 Bhar ay, eer 
Gross cash 
income $612, 354 $169,106 $556,331 $222,870 -59.9 
Less: 
Cash operating 
expenses jhe ieee! 937427 146,968 101, 344 -31.0 
(ex.interest) 
Net cash income 
(before inter- 
est) 458,023 70,679 409,363 121,526 -70+3 
Interest on 
debt 46,255 51,629 43,486 48,003 plus 10.4 
Net cash . 
income $411,768 $19,050 $365,877 $ 73,523 -79.9 


"It should be remembered that the cash 
Operating expenses were kept at a minimum during the 
1930-37 period. For example: there were few equipment 


purchases and horses replaced machinery." 


I read this statement -- I have not got the 
proof -- that the repairs for farm machinery exceeded 
the value, the price, of the machinery sold. That 


was definite proof. 

"Net cash income is before living expenses 
of any kind. 

"It should also be remembered that, the net 
cash income of $19 millions in 1932 and $73.5 
millions average for the eight years ending in 1937, 
was divided between approximately 260,000 farm 
Operators, and it was not divided equally; very 


few were able to meet their obligations." 
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Just as an illustration, Sir, I would say, 
260,000 farm operators; Sive them an income 


apiece and you would have $260,000,000, so you 


can see, with $19 million and $73 million respectively 


Spread over that Sroup of farmers, some of them must 


have had very little if any income at all, 


"This study continues, at Pages 50 and see 


with an analysis of the losses sustained in the 


1930-37 period and makes the following conclusion: 


Also 


"Thus it may be Said, with a reasonable 
degree of accuracy, that of the losses 
sustained by wheat Srowers in the Prairie 
Provinces between 1930 and 1937 some 60 
per cent was due to economic causes and 

40 per cent to natural causes.! 

at Page 50: 

'It is not maintained that an agricultural 
population can be completely self-supporting 
in face of a succession of complete crop 
failures. It does seem likely, however, 
that certain adjustments can be made 

which will somewhat ameliorate the distress 
arising from drought and low prices.' 


"The following table illustrates the wide 


variations in Prairie farm income. It shows 


also 


* : ° vat 
the fluctuations in railway freight revenue:". 


I would like you to look at this, gentlemen, 


for a moment. I do not propose to read it, but I would 


like to make some comparisons, and then I willread the 


€xplanation on page 8. 
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Year 


1926 
1927 
1928 
1929 
1930 
1931 
1932 
£933 
1934 
£935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
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Gross value of Prairie 


Agricultural Production 


(Millions of Index 
dollars) 1926 =100 

$ 748.6 100 
846 .6 ise 1 
805.5 107.6 
642.0 8516 
YAS 9 59.6 
BODO 39.0 
299.1 40.0 
7 ek B6ee 
356.6 47.6 
360.0 4851 
410.8 54.9 
394 .6 Dewi 
391.0 eve 
Boo 32 69.8 
SS Ter 71.8 
83503 Le 
1048.5 140.1 

1097.2 146.6 
Source: 
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(1) C.P.R. and C.N.R. (2) 
Freight Revenue 


(Millions of 
dollars) 


$ 347. 
352. 
ho6. 


543. 


(1) Canada Year Book 
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(2) Dominion Bureau of Statistics - C.P.R. 
and ©.N.R., 1923-1046. 


eel *3 8) a ARGo eey 


49 4 aes ae Se qed cotetens FS) 
ete a es . 


mt tey: ae ee 
. Phe oe ¥ sits é 7 ths = pie 
ag ? 5 7 : 


> get - Mr. McConnell 


In the first table at the top of PakS. 7 so te 
Gross value of prairie agricultural production is given 
in millions of dollars, and we took as our index the year 
1926, because that waS an average year, an average crop 
with an average price. We had just recovered or were 
recovering from the depression of 1920-22-23, and this 
WaS an average year, so we used this year through the 
table, and while it does appear down in one of the others 
in the crop year in the table below as 1926-27, it is 
Still the production of the 1926 year, only one is a 
calendar year and the other is a crop year ending July 31. 
If you will take a look at the Sross value of prairie 
agricultural production from 1926 to 1929, there is a 
very favourable gross value of agricultural production. 
We began to get into trouble in 1931, and there was a 
pretty difficult period then right up to 1942. While 
the value of the agricultural production fell, then I 
want to take you just across the page for a moment to show 
the relationship that exists between that and the Ore ttn 
and C.N.R. freight revenue. Based on the same yeas, the 
first four years were fairly satisfactory, even the first 
five years. Their prosperity lasted, 1 think, 4a Jit¢cie 
longer up there. In other words, there was a backlog 
of grain or some other factor that came into the picture 
to extend their earnings by possibly one year longer than 
the agricultural production. Then they got into diffi- 
culties in 1931 to possibly 1934, with a low spot in 
1933. I mention that because I want to refer to it 


down in the lower table. You might also notice there 
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that,while we both dragged along a little -- and this 

has a very definite Lpacs , think, to show what prairie 
production means in freight earnings to the railways -- 

we both dragged along for a while, agriculture making a 
recovery a little sooner possibly than the railways. There 
is an explanation for uneb,, too. 

Now, if you will come to the next table: 

"The next table shows the wide variation in grain 
volume, on the basis of cars of grain loaded at 
country points in Western Canada; it also shows 
the fluctuations in prices received for wheat during 


the same period:". 
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Average price of 19 Wheat 


Cars of grain loaded basis Fort William 

(thousands) Index Price Index 
1926-27 296 100 $ 1.46 1/8 100 
1927-28 343 125.9 1.46 1/4 100.1 
1928-29 4O6 nie ae 1.24 1/8 84.9 
1929-30 LOT 63.2 aye S48) 83.1 
1930-31 248 Bae na ame 4 oO 
1931-32 213 Gils’ 59 7/8 41.0 
1932-33 241 81.4 54 1/4 cia! 
1933-34 181 61.1 .68 1/8 46.6 
1934-35 181 aoe 81 3/4 55.9 
1935-36 179 60 .4 84 5/8 57.9 
1936-37 155 52.2 Vee. 37 84.0 
1937-38 115 38.9 1.31 5/8 90.1 
1938-39 215 Tone .62 4o 4 
1939-40 264 89.2 76 1/2 5B 3 
1940-41 208 70 .3 rel 50.6 
1941-42 211 (ene: .76 5/8 52.4 
1942-13 194 65.5 4 3/4 64.8 


Source: Grain Trade Year Book, published by 


Sanford Evans Statistical Service, 
Winnipeg. 


"The comparisons in these tables indicate sufficient- 
ly several important factors related to farmers! 


problems and transportation." 
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You will notice in 1926-27, gentlemen, we 
Start out with 296,000 cars of grain -- fairly satis- 
factory up to 1929-30. The volume went down, but if you 
cast your eye up into the freight received by the railways, 
they are still getting along very Nicely, because there 
was a backlog of grain forthcoming at a later time. 
Then you will also see that we loaded additional cars 
from 1931 to £933; but during that time the freight 
received by the railways declined -- just to show the 
importance. Then our lowest Spot was 1936-37-38; the 
loadings were the lowest, but even by that time, while 
the railways had not made a complete recovery, they at 
least were on theup -grade. 

Now for a moment, gentlemen, I want you to take 
a look at the next table, showing the average price of 
No. 1 Northern wheat, basis Fort William, to show the 
impact that price also has;mm volume and price are 
definitely related, and I think price is maybe the great 
factor. You will see there for the first four years a 
fairly satisfactory price, 1926-27, up to 1929-30, 
but our lower Prices did not coincide with our lower 
volume of loadings. You will notice that there are 
three years of reasonable loadings, but the price 
declined drastically, and our volume really did not get 
too low until 1936-37, and 1937-38 was the lowest tonnage 
loaded, but by that time the price had recovered. 
Manitoba gained particularly, and Alberta, at the expense 
of Saskatchewan, because Saskatchewan had a drought year; 


I think about 36 million or 37 million bushels of grain 
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were produced, which was an average of two and a half 
bushels to the acre; the price went up and the rest of 
us who had a crop gained to that extent. 

Now, Mr. Chairman, with your permission I 
proceed to read page 8, and I might say the comparisons 
in these tables indicate sufficiently several important 
factors relating to farmers! problems and transportation. 

"1. They indicate the wide fluctuations in 
farm income -- the major problem of 4 prosperous 
agriculture. Gross agricultural income in the 
pre-depression years was averaging 750 to 800 
millions of dollars and it fell to $291 millions in 
1931 and $271 millions in 1933. The index table 
Shows that agricultural income remained depressed for 
a period of 13 years, until 1942, when war and post- 
war conditions created sudden price recoveries. 

"2. They indicate that, while farm income 
declined very rapidly during the early thirties 
because of price decline, freight was still of 
major volume because of the relatively high volume 
Of grain production. By the 1933 year, the value 
of agricultural production had dropped to an index 
of 36.2 but grain loadings only dropped, for the 
1932-33 year to 81.4 and for the 1933-34 year to 
GP'13 Prices for the 1932 crop were down to 
37.1 per cent of 1926 prices and the 1933 crop 
46.6 per cent of 1926. It was 64¢ wheat, not the 
volume of the crop, that started the depression 


for the farmers in 1930. 
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"3. The drastic drop in prices with no drop 
in fixed freight and other handling costs left no 
margin for the farmer. The annual average price 
of 1° wheat, basis Fort William, for the 1930 to 
1935 crops ranged from a low of 54 1/4¢ to 84 5/8¢. 
These figures were even lower because of grade spreads. 
The average freight to Fort William was approximately 
15¢ per bushel (25¢ freight rate point) and other 
marketing costs averaged at least 5¢ per bushel. 

"4. The drop in railway revenue from $375 
millions in 1929 to $197 millions in 1933 must have 
been largely caused by factors other than the grain 
movement. Grain loadings actually increased from 
187,000 cars for the 1929-30 crop to 241,000 cars 
for the 1932-33 Cron. The continuing volume of the 
grain movement was probably the major factor which 
kept the railways from complete collapse in these 
years. On the other hand farm income did have a 
complete collapse. 

"5. The index of grain loadings dropped to 
its lowest point with the 1936 and 1937 crops. 

These poor crops, however, were more than offset by 
temporarily higher prices and the tables reflect 
Slightly higher farm income. Railway income did 
not recover as rapidly as farm income because 

of the low agricultural volume but it might be 
Suggested that the improved farm income created 

Some of the increase in railway revenue. Certainly 


the improvement in agricultural income contributed 
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in later years to the great increase in freight 
revenue of the railways. 

"The fluctuations shown for farm income do not 
indicate the trend of net income. The farmer buys 
machinery, repairs, fuel and other operating supplies 
at relatively stable prices and has fixed costs for 
interest, taxes, transportation and other marketing 
costs. 

"When crops are poor or prices are low the farmer 
too often ends up with a net loss. Large fluctua- 
tions in farm income result in much larger fluctuations 
in net income available to meet living costs. The 
following example has oftan been given: 

Price of wheat, basis Fort William $1.00 
reduced to $ .70 decline 30% 

Freight and handling costs eee rey 

$83 haase 


The net income of the farmer is reduced not 30%, 
but 36%. 

"The need for Stabilizing western agriculture 
has been recognized for many years; the market 
guarantees of recent years have gone a long way 
toward meeting this need. 

"We desire to draw to your attention the 
Specific action of the Government of Canada which 
1s based on the principle that the economic position 
Of agriculture must be maintained at a level which 
Will not destroy the purchasing power of the farmers 


With the accompanying disastrous results to the rest 


Of the Dominion. Our particular reference is to 
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the Canadian Wheat Board Act, 1935, and the 
Agricultural Prices Support Act, 1944, The prin- 
Ciple embodied in this legislation is that there 
Should be a limit below which the price of wheat and 
other products could not go in the interests of both 
the farmer and the national economy. The purpose 

of this governmental action in Pproviding'floor prices! 
and a minimum income for agriculture has been widely 
acknowledged and Supported. 

"Because of the large transportation costs 
involved in the movement of western agricultural 
and livestock production and the heavy burden on 
the cost of incoming goods, the principle recognized 
in the maintenance of a reasonable price for wheat and 
other agricultural products should also be recognized 
in the control of marketing costs and costs of 
Production. 

"The farmers of Western Canada have done much 
toward increasing efficiency of production through 
(1) the use of improved machinery to save labour 
costs and to save time in sowing, cultivating and 
harvesting; (2) use of improved seed; (3) diversified 
production; (4) attention to soil conservation, and 
(5) weed control. 

"In speaking of long term agricultural efficiency, 
consideration must be given to the conservation of 
our soil and water resources. This factor will 
ultimately determine the permanence and stability 


of our entire economy. It is vital, also, to the 
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prosperity and the Survival of the railways. LY 


is an axiom “Ags the soil S0es; the people go. 


oe) constructive Programme designed to maintain 
rertility and prevent erosion must include greater 
use of grass, legumes and trees which in turn can 
Only be applied if farmers are enabled to keep 
production costs as low as possible. 

"Progress in this direction is slow, principally 
because farmers lack the necessary capital (even 
with higher earnings in recent years) to invest in 
construction, planting and changes in lard use. Our 
Soil and water resources can be safeguarded; pro- 
duction can be Stabilized, even increased, by the 
necessary conservation work. To do this work, 
farmers must have more net income than the present 
precarious margin between earnings and costs." 

This was prepared ina hurry, Sirs tang might 
say that I never did like that word "precarious"; we mean 
by that, uncertain. Frankly, I think that we farmers 
in western Canada would be only too satisfied if we knew 
that the same net income that we enjoy today could be 
assured for the future. dowever, what we mean is that 

it is uncertain, price is uncertain, and then we 
also have with us the crop risks anc the price fluctua- 
tion. I would rather say uncertain than precarious. 

"We wish to emphasize that, in addition to 
the changes which farmers have made to place 
Production on a more efficient basis; in addition 


to the conservation measures which have been 
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instituted and which must be increased greatly; 
agriculture in Western Canada, if it is to Pato ores 
important place in the national economy, and if it 
is to sell its products in the world's markets in 
competition with other agricultural countries, must 
have its costs of production and its charges for 
transporting its produce kept at the necessary 
minimum. 

"It cannot be over-stressed that agriculture 
is the most vital and essential phase of our economic 
fife and it is pursued under greatly varying con- 
ditions. A prosperous agriculture is at the 
foundation of prosperous industry, trade and 


transportation." 


(Page 330 follows) 
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Winnipeg, Manitoba, 


JUNG 2,7 TOUS) 
AFTERNOON SESSION 
SO resuming at Be ORM 
GEORGE N, McCONNELL, Recalled 


THE CHAIRMAN: Very well, Mr. McConnell. 
THE WITNESS: Mr. Chairman, we continue at page Wis 
We make the general argument that freight rates in the 
Prairie region should De releted tothe cose of service on 
the Prairies. The Prairies in other WaysS contribute 2reauly 
to the economy of Canada and should not be burdened by losses 
in other parts of the railway systems. 
We are not asking that our high transportation costs 
due to our Breat distances be Subsidized. We do ask, because 
of the many factors in Our economy that indicate a require- 
ment for low rates, that our rates be kept as low as our 
Own transportation costs justify. 
It appears to us that railway operating costs in the 
Prairies are very much lower than in other regions of 
Canada. There are many contributing factors which, we 
believe, Support our contention, namely: 
1. The level nature of the terrain, which obviously 
Pesults in 
lower maintenance costs 
larger and heavier train loads 
AOWer cost of fuel 
greater speed 


2 The nature of the traffic, which makes possible 
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longer hauls 
heavier car loadings 
longer trains 
very low terminal costs 
Manitoba Pool Elevators need not give factual evidence 
on this subject as there 18 voluminous evidence already on 
the records of the recent rate cases, available to the Com- 
mission. We have noted particularly the following exhibits 
in the Mountain DELTPerenvial Gage: 
Exhibit 104 (Fuel costs) 
Exhibits 98 and 162 (Maintenance of bridges, etc.) 
Exhibit 102 (Equipment maintenance) 
Exhibit 97 _ (Maintenance of way wages) 
Exhibits 59 and 126 (Haulage cavacities) 
Exhibit 105 (Freight train speed) 


Exhibits 92 and 
138 to 143 (Total operating expenses ) 


It seems obvious to us that the capital costs of trans- 
portation racilities in the Prairie Region are lower than 
in any other area and therefore the requirements for 
depreciation, fixed charges and dividends should be lower. 
This important feature has major relevance to a study of 
regional costs and has never been adequately reviewed, 

Our position is supported by Exhibit 134 of the Mountain 
Differential Case. In addition there is evidence as to 
Provincial costs of Capital Expenditures for Additions and 
Betterments by the C. P. R. during the period 1910 to 

1947; this was read into the record of the Mountain Differ- 
ential Case at page 6138 of the transcript. 

The indications appear to be that railway construction 


Costs per mile on the prairies were very much lower than 
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in other parts of the country and that terminal costs are 
only a small fraction of the capital costs of terminal 
facilities in Eastern Canada. Because of the material 
effect on overall railway requirements of depreciation 
and return on investment, we recommend that some study of 
original and depreciated capital costs on the prairies 
Should be made by the Commission, 

The operating results of the Prairie Region appear to 
indicate a profitable railway operation. We base this 
statement on the comparison of results shown in exnipite 
filed with the Board of Transport Commissioners, 

Exhibit No. 340 fried i'n the 30 per cent case shows 


the following for the c., ag cml age 


Lines East Lines West 
@raiory William OD EW ble an 
Net earnings per 
aoilar of operating 
costs: 
1936 to 1939 average 10.68¢ 29.00¢ 
1940 to 1945 average 14.37¢ 24.77¢ 


A copy of this exhibit is attached for easy reference 
(Schedule 1). Exhibit No. 119 in the 1927 Rate Case shows 
a consistently comparable result for the period from 1907 
to 1925. We attach a Summary of the figures developed in 
this exhibit (Schedule cate 

If you will turn for a moment to schedule 1, Mr. 
Chairman and gentlemen, I should like to draw your attention 
to the second column of figures, worling expenses, average 
for the four years. In lines east of Fort William it is 
$58 844,000, and the comparison of net earnings to working 
“xpenses gives a figure of 10.68. Then we compare that 


With lines Fort William and west. The average of working 
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expenses for the same four years, using the same yard- 
Stick of working expenses is $61,370,000 which gives a 
return of*®29per eent of net earnings in the western 
region. iteferring briefly to schedule e on the next page 
ft would draw your attention to the period 1920-1924, This 
time this is the average annual operating results 

analyzed cast versus west. Using the same yardstick 
expenses were $72,250,000 in the cast. Net earnings were 
$14 5250,000 earned on that. Using western figures for the 
Same period expenses were $74,000,000 and the net earnings 
Bere $28;750;000: The source of those figures on 
schedule 2 is C:P.R, figures as developed in exhibit No. 
119, the McGeer rate case. I now return to page 12. 

The results shown in thege exhibits are net operating 
earnings before any return on the railway's investment 
and if fixed charges and dividends were allocated on the 
basis of capital investment in the two areas we believe 
the difference in net return would be much greater. 

We understand that operating results of the Pacific 
Region are included along with the results of Prairie 
Operations. It seems to us that the Commission should 
determine the result of Prairie operations exclusive of 
the mountain area. 

We recognize that Railway Operating Costs must have 
Greatly increased. We believe these increased costs in 
the Prairie Region, at least, have been offset partially 
by greater volume and efficiency. We believe everything 
Possible should be done to further increase efficiency and 
to keep railway costs at a proper minimum. 


We do not believe the railways on the prairies 
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require large eteyen Ber we expenditures in the future for 
modernization and the development of luxury railroads. We 
require only efficient transportation consistent with 
economical handling of Our production. 

On the basis of a Proper determination of the cost 
of transportation On the prairies we believe the farmers 
of Western Canada must agree to pay Treight rates that 
Will give a return to railway capital and labour comparable 
With general living standards in the Prairie Region. 

We desire, in conclusion, to Summarize briefly the 
facts Submitted; 

A secure, stabilized and prosperous ager Culeura 1 

industry is essential to the well-being of Canada. 

Freight rates are a heavy factor in the fixed 
cost of production and marketing and they make a 
direct and severe impact on the economy of agri- 
culture in the Province of Manitoba and in direct 
Fetio this pact is fere on the national economy. 

We emphasize that in the mid-continent region 
of the prairies the railways are Serving an area 
which is so very dependent for its income on highly 
competitive international markets, 

Agriculture in Western Canada is dependent on 
and recognizes the value of adequate and economic 
railway service, 

The railways operating in the Province of 
Manitoba and throughout the West have the advantages 
of favourable terrain, long haul and economic traffic 
movements resulting from low cost of construction, 


ant 4 x 
low cost of maintenance and low operating costs, 
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The level of rates imposed in this area should 
be related to the costs of providing services within 
the Prairie Region. 

All of which is respectfully submitted. 

Schedule 1. 
(Copy of Exhibit 340, 30% 
Increase in Freight Rates 
Case) 
Oe ens 
GROSS EARNINGS AND WORKING EXPENSES 
1936-1946 inclusive 


(000 omitted) 


% of Net 
% of Net Earnings 
Earnings to 
Gross Working Net to Gross Working 


EKarnings Expenses Earnings Earnings Expenses 


Lines East of Fort William 
Sr ey NS een 


1936 92503 f 56,707 o 5,256 9.36% 10.33% 
1937 70,030 607016 105074 14.30 16.69 
1938 62,552 59,232 3,320 Seid Son 
1939 S55 372 59,422 55950 9.10 10.01 
Ave.% years $ 65,129 $ 58,844 $ 6,285 9.65% 10.68% 
1940 $ 80,848 $ 66,789 $14,059 17.39% 21.05% 
1941 105 , 389 88,438 16,951 16.08 19.37 
1942 227 489 106,604 20,885 16.38 19.59 
1943 146,796 127,252 19,544 13.5% 15.36 
1944 148 ,526 136,988 1154530 (ges 8.40 
1945 boouped = BE AOO. «615,090 «66 


Avg.6 years $ 127,439 $111,428 $ 16,011 12.56% _14.37% 


r9r6 (est.) $ 142,933 $ 137,441 $ 5,492 3. B4% 4 00% 
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% of Net 
% of Net Earnings 
Karnings to 
Gross Working Net to Gross Working 
Earnings Expenses Earnings Earnings Expenses 
Lines Fort William and West 
1936 $ 76,000 $ 58,545 17,455.  B2978 Boers 
1937 155056 61,327 Ls, (20) oe 22.39 
1938 POOF 627274 17,435 9 27 27.99 
1939 85 ,909 63 335 2e,0( ones 35.64 
Avg.4 years $ 79,168 $ 61,370 $17,798 22.48% 29.00% 
1940 $ 90,117 $ 68,537 $ 21,580 23.95% 31.40% 
1941 116 ,056 87,050 29,006 24.99 33.32 
1942 ioe De as: 102,072 2,308 Sera 20975 
1943 750,312 120,644 29 006 ) aoa 24.59 
1944 PTOS 345 1305723 Slee) Teoma 22.00 
1945 160,520 1375556 22,064. 1430 ioe 
Meero years $136,121 $109,007 $ 27,004 19.85%) 2h 774 
Beeetest.) $ 145,801 $130,998. $14,823 10.17% 11°32% 
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GC. P. R, Schedule 2, 
AVERAGE ANNUAL OPERATING RESULTS ANALYZED EAST v WEST 
SY RESULTS ANALYZED EAST v WEST 

Beare. au) 1925 inclusive 
(in millions of dollars) 
aor WEST 

Net Net 
Period Revenues Expenses Earnings Revenues oxpenses Earnings 

1907-11 ae Bae ees 8.75 a) 28 18 


(operating ratio 72%) (operating ratio 604) 


1912-16 4S 25 Sines 12 (uneo 40.50 Bonds 
(operating ratio 73.25%) (operating ratio 57%) 
1916-20 74 60 14 88.50 59.50 29 
(operating ratio 81%) (operating ratio 67%) 
1920-24 86.50 (Coe 14.25 102 3 fe 2Onl> 
(operating ratio 81.25%) (operating ratio 70.75%) 
<a We oo) or, 25 16.50 100 750 69.25 Sey 


(operating ratio 79% 


Source: 
No 


(McGeer) 


(operating ratio 69%) 


H 3 eve e Hi bis 
wk. figures as developed in Exni 
ie “i 1927 Rate Case 
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THE CHAIRMAN: Does anybody wish to question 


Mr. McConnell? 
MR. FRAWLEY: No questions, 


MR. O'DONNELL: TI have a few questions. 


CROSS -EXAMINATION by MR. O'DONNELL 


Q I take it, Mr. McConnell, that whatever may be 
Said about the rate structure in Canada that we can agree 
that under the rate structure that has prevailed for some 
years the country has grown and has prospered. That is 
correct? 

A Pee 1S. rieht. 

Q And I take it that your organization, from the 
figures and statistics which are in the brief, maintains 
pretty complete records on the various subject matters that 
are set out in the brief, that is, as to data and statistics, 
Is that right? 

A Pilac 18 Pight. 

Q Would it be very much trouble for your organization 
to bring up to date the various figures that you have set out 
in the brief in order that the Commission may get an up to 
date picture? 

A Just what do you refer to? 

Q- For instance, on page 5 you have figures there 
With respect to net cash income at the bottom of the page. 
You have data for various years that you set out there up 
to 1937. I wondered if it would not be of advantage to have 
Something more recent than figures which are twelve years 


old. 
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MR. SCARTH: If I may interrupt, I am instructed 
that these figures are taken from the Dominion Bureau 
of Statistics, and they are not up to date. The most 
available figures have been Given, but we cannot go any 
further. 

Q. 

MR. O'DONNELL:/ Am I to take it that the Manitoba 
Pool Elevators have no more recent figures concerning the 
net cash income of farmers in Manitoba than the Year.) 7 

A Well, I think that is general knowledge. I think 
that we all understand that the gross - I cannot say as 
to the net - exceeds two billion dollars in the last year, 
That is from memory. 

Q Would it be much trouble to give the Commission 
the figures for the intervening years in order that there 
may be a document with complete figures? 

A I would ask Mr. Scarth and Mr. McDonald if it is 
possible to get those figures for the Commission. 

MR. SCARTH: I am instructed that they were put 
in this form. That is not the form in which they are 
available, but if it is desired they can be put in this 
form and brought further up to date. 

THE CHAIRMAN: Then do you undertake to do that? 

MR. SCARTH: Perhaps we could give you the refer- 
€nce, if you wish it. 

MR. O'DONNELL: I thought it would be handy 
to have before the Commission for its convenience figures 
Pepresenting Something more recent than data twelve years 
Old because my information is there has been a very con- 
Siderable Change in the picture in the last twelve years, 


THE WITNESS: That is right. 
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MR. O'DONNELL: Q. I think we can agree on that? 

A Matis right. 

Q And that the net cash income today, and during 
the last seven or eight or ten years,is considerably 
higher than it was in 1937? 

A os. 

Q And in order that the Commission may have the 
complete picture I would ask you to be good enough to 
bring up to date the figures that are set out in various 
places in the brief. Where you have given year by year 
figures I would ask you to bring them up to date, and by 
that I mean up to 1948, 

A Mop, vit possible 

Q And where you cannot we will let it go at that, 

MR. SCARTH: I should like to point out that 
these are purely by way of illustration. 

MR. O'DONNELL: Yes, and elsewhere in the brief, 
on page 7, for instance, the gross value of Prairie 
egricultural production stops at 1943. I should like 
that to be brought up to date, and all these other tables, 
in order that the Commission may have ready access to the 
full picture as it is today. According to my information 
the picture in the West today is much different from what 
it was twelve years ago from the point of view of prosper- 
ity. 

THE WITNESS: I am very happy to be able to 
agree with you. 

MR. Ete knew you would, and I put i 
to you that not only is the net cash income up very mu 


Over what it was in those years, but that the debt of 


re eae | 
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farmer and the farming community, and of Prairie people 
generally, is considerably lower than it was. 

A It has been reduced, 

Q And that the interest charges are much lower? 

A That is right. 

Q And in many cases have been completely wiped out 
through repayment of the debts? 

A No, I would not Say wiped out; they are lower. 

Q By that I mean the Bross amount paid for interest 
is considerably below what it was in 1937 and 1938? 

A T would agree. 

Q And even investments and cash in the bank are 
much more than they were in those years? 

A Of course, there were not any in those years, 
There is no comparison. 

Q Generally speaking the picture is very much 
better than it was when the figures in the brief stop. 

That is all I am pointing out, and you will be good enough 

to give figures that will satisfy me? 

A We will do that. 


Q At the top of page 5 in the second paragraph you 


"Freight rates on agricultural commodities are 
rigid during period of drought and price decline.” 
Would not 1923 have been a period of drought? 
A No, that was price decline. 
Q Well, price decline, one or the other. 
A 1923 was fairly good crops 
Q It is price decline in 1923. Do you remember 


what happened to the rates on grain, for instance, in 1923? 


a7 


7 i 
1 


te PL caiteoyotol vicntyeb faded @f wie 


ee - 
Be i 


ataseg oP iat rr (iimicnon yiteiey snd’ 


a ‘s 
/ba-ordor oad aad #Y) 


twas -sevtite tacroeta) off t5rt8 bal 


4 i 4 =' 
r + vit Sn Vege tT 
fl - ve 
‘ vx a 2e 


Ct tietiel 1% féew Sate Bee el ae sent ye 


p . . Pt 2 AY 
et aN i 3 = re] i“ sive Pi ngs Fe 767 p 


“ic boog VininT, saw F801 a 


y ® 


at Bie RE : oe P® aa 
tt? onileob.solsa et ‘F 
in 


~342- Mr. McConnell, cr-ex. 


They were reduced, were they not, by about 45 per cent 
through the restoration of the Crowsnest Pass rates? 

A Yes. We had had them before though. 

Q You had had them some years before, but I am 
pointing out to you that when you say freight rates on 
agricultural commodities are rigid during period of drought 


Or price decline that igs possibly subject to certain quali- 


Pir ation? 
A Yes. 
Q ena iy 1923 the qualification was that grain was 


reduced by 45 per cent. I would assume that livestock is 
Something that the farmer was interested in in 10 2Ps 166. 28 
Say. Do you remember 1921? 

A Yes. 

Q I think there was Something in the way of a drought 
at that time. There was a great depression, was there not, 
in 1921 in livestock? 

A Xes. 

Q Do you remember what happened at that time with 
respect to railway rates on Livestoce? 

A Pon 't recall too clearly. 

Q Would you remember that the 40 per cent increase 
which had been granted by the Board of Railway Commissioners 
in 1920 was Wiped out voluntarily by the railways, such 
Portion of it as remained, as far as livestock and packing 
house products were coneerned? 

A Yes. 

Q And thereby the 1918 rates on those items were 
restored? 


A Yes. 
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Q And since that time, and until 1948 when the 
el per cent increase was granted, those rates had not been 
Paised, and the to per cent increase in L920 was completely 
Surrendered by the railways for the reasons I have mentioned 
to you? 

A Could I suggest another period to you, 1930, 1933 
or 1934, when the freight was greater than the price of the 
animal the farmer sold? 

Q I agree that there are fluctuations, but eli 7 am 
Pointing out to You, and you were frank enough and kind 


enough to agree, is that that sentence taken by itself 


meet -~— 
A Rigid - when we refer to the word beastie wine 
Q Rigid during periods of drought and price decline. 
A Yes. 
Q They are not rigid to the extent I have: indicated 


to you, that they dropped 45 per cent as far as grain, and 


35 to 40 per cent on packing house »roducts and livestock 


products? 
A Tes. 
Q So that the suggestion that freight rates are 


rigid is subject to the qua.ification that they can be 
changed and have been changed on rather short notice from 
time to time? 

A They can be. 

Q They were further changed, were they not? The 
Grain rate was further changed in 1925. Do you remember 
when the export grain rate to the west coast was changed? 

THE CHAIRMAN: Mr. O'Donnell, there is a question 
that occurs to me. Are the rates changed in those cases on 


@ccount of drought or on account of orice decline? 
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MR. O'DONNELL: Well, they were changed -- 

THE CHAIRMAN: Or does that just happen? 

MR. O'DONNELL: [ft Just happened that way, as 7 
understand it. 

THE CHAIRMAN: That is to say, a period of drought 
or price decline would not of itself bring abuut a reduction 
of rates? 

MR. O'DONNELL: It did with respect to livestock 
and packing house products, as the witness remembers. As I 
understand it, there was a very considerable depression in 
1921 in livestock, and in order to facilite the transporta- 
tion of livestock the railways agreed to Wipe out the 
increase which the Board of Railway Commissioners had fixed 
in 1920,40 per cent in the East and 35 per Cent ein tie yw «re 
In 1921 the Board LEeScll, andicating again that rates are 
not as rigid as the sentence taken by itself indicates, 
Caused an inquiry to be made of its own motion, and there 
resulted from that reductions in the rates. 

THE WITNESS: How long did those reduced rates 
remain in force? 

MR, O'DONNELL: Q. Those reduced rates on live- 
Stock and packing house products remained in force for 
twenty-seven years until the Board of Transport Commission- 
ers granted the increase that became effective in April, 
1948. In other words, during all that time the ceiling, 
to which the railways might have raised the rates, prevailed 
40 per cent higher than what the railways were collecting, 
*0 per cent in the East and 35 per cent in the West. 

A The point I want to get before the Commission is 


that while you may have reduced your rate the net income 
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of the farmer during this very difficult period of years - 
While it may have been Satisfactory freight earnings to 


the railways it was disaster for the farmer. 


Q Palo TOC Suggest that it was very satisfactory 
Ber thie railway. Aly 7 am suggesting is that the railways 
recognized that the farmer needed assistance, and to the 
extent that the railways could, “in tne case oe livestock 
and packinghouse products, they did grant this reduc— 
fewie. Thar is S11 Tam indicating, 

THE COMMISSIONER: In that case the reduction 
was granted on account of price décline. That’ te right, Le 
AS Nate rar, 

MR. O'DONNELL: That ig One, Price decline. 15 
1921 there wag a depression in the livestock industry, and 
the railways removed the entire balance of the increase in 
rates which was then prevailing, and which had been granted 
in 1920 in the 4o per cent case. Those rates were never 
restored, and the livestock people ‘continued toscer the 
benefit of the lower rates until 1948 when the 21 per cent 
increase was granted. 

Q At page 11 of the brief, you would not wish the 
Commission to take it that you are, in the opening two or 
three sentences there, arguing that railways, particularly 
transcontinental railways, should be operated onthe basis 
of regions, would you? 

A a nave HOU said “thao. 

Q I gathered what you were indicating was that you 
Should have lower rates here by reason of the operating 
Costs which you suggest are very much lower than in other 


regions of Canada? 
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A No. 

Q Transcontinental railroads have to be run on a 
national basis? 

A That is true. 

Q And it would not be of much use to the Prairie 
farmer, or to the western people, to have a Prairie 
region railroad that did not connect either with the east 
or with the west? 

A them ils true, 

Q And in the circumstances it is the over-all 
picture that should be taken into consideration, is it not? 

A Transcontinental railways though would not make 
very much money if it was not for the tonnage from western 
Canada. 

Q Pav 1S Right, but everybody needs everybody else 
in the picture? 

A That is rights we are willing to co-operate, 

Q If your tonnage could not be moved anywhere 
beyond the Prairie region it would not be worth very much 
to you? 

A We ne through that experience when it did not 
pay to move it. 

Q We all agree that the probeem has to be looked at 
from the national point of view, and the over-all picture 


is what really counts? 


A That is the approach we have tried to take in 
the brief. 
Q I thought that is what’ it was, but I got a Slight 


indication that you were arguing that because costs were 


lower in the Prairie region there should be some kind of 
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Special rates for the Prairie region, and that the other 
regions that might have to be Operated as a part of the 
Whole in the national interest Should be allowed to take 
care or themselves? 

A Neahave not asked for tower rates. We have 
asked for rates that bear relationship to the costs in- 
curred in earning your Sevenue in the ares served, taking 
2.) things inte SCCOunt, 

COMMISSIONER INNIS: /' Can you tell me whether 
these exhibits show the costs of moving grain westbound, 
and the costs of moving manufactured products eastbound, 
Oris 1% all lumped together? 

A You mean the exhibit at the bottom of page 11? 

Q Yes, I was wondering how far this analysis had 
been pushed. 

A it does not specify grain, but in all of this 
I can assure you that in every one of these exhibits 
tnere it is in favour of the Prairie PeeiLOn. 

Q I was thinking about earcmG a ee 

I do nut think we have figures on grain. 

MR. EVANS: It was not a commodity class study 
Sk. 

MR. BRAZIER: Having been in the mountain differ - 
ential case, I think I should say that these exhibits are 
merely general figures for all types of traffic. I think 
I should call the Commission's attention to the fact that 
there were a number of other exhibits, some of which are 
favourable to the prairies and some of which are not, but 
that is not a complete list of the exhibits filed in that 
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MR. O'DONNELL: Q. In the over-all picture what 
would be your view with respect to fostering development 
lines, branch lines or lines that go into areas that are 
being colonized and Opened up? You would not expect.that 
they would originate enough traffic to take Care of them- 
PeiVes.inethe first instance, although they might ultimat- 
ely. Would you care to offer any expression of opinion 
about that? 

A t am not so sure about the future, but-in. tne 
pes oli otnink? the taxpayer of Canada has contributed a fair 
proportion: in pioneering work of that nature both in 
dollars and real estate, 

Q I am asking you what your view is on that: type 
of line because we know there are many lines which, in 
the national interest, have to be operated Lor ime 
benefit of the people living in remote areas, 

A There have been some lines built in the past 
that were not for economic reasons. «i thank sour wade 
admit that. 

Q Those are the ones I refer to, lines that are 
not strictly a commercial proposition but which nonetheless 
have to be operated for the benefit of the people living 
i’. those areas. What do you think should be done with 
Pespect to those? Have you any views on that? Has your 
organization any views? 

A No, we have not given any thought to that. 

Q You have not given any study to that. I think 
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Q I have two or three Questions. Would you look at 
page 3 of your brief. In that small table there are figures 
of dollars and percentages in relation to various kinds of 
farm products, and at the top I see field crops. Would that 
include grain and rain products moving at the Crowsnest 
Pass grain rates? 

THE CHAIRMAN: What is your question? 

MR. EVANS: Q. Would the item "Pleld crops" at 
Peston ot the table on page 3 include grain and grain 
products moving at the Crowsnest Pass Brain rates? 

A fret LS Pighns. 

Q Peay Pient that of the total agricultural 
product 59 per cent consisted of field crops? 

A I would say that would be a fair average. 

Q. Can you tell me - Tf only want to know approxi- 
mately -“of that 59 per cent how much would be grain and 
Brain products moving at the Crowsnest Pass grain rates? 

I am not going to hold you to a decimal point. 

A f would say practically all. 

Q frectically 471? 

A Yes. 

Q Therefore, with regard to the Suggestion which 
appears more or less all the way through your brief, there 
is no complaint invo%ved about that more than half of the 
total agricultural product with regard to the rates it 
moves on? 

A That is true. I want to go a little further. I 
have not suggested lower rates, and in fact I never mentioned 


the Crowsnest Pass rates. . «hey may be low, but I do not 
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pow anything about it. All I have asked for is that the 
rate should be related to the cost of the service in the 
area. I do not know whether it is a low rate or not. 

Q Would you go this far? Would you also say that 
the rates for moving grain and grain products should be 
related to the cost of moving in the area? 

A Well, after all that is the bulk of our tonnage. 

Q Would you agree that it would be proper to have 
the grain and grain products rates fluctuate as the cost 
of operating the railway in the Prairies fluctuate? 

A We have never had fluctuating railway costs that 
way. It has been rigid. I am not asking that thy fluctuate. 

Q I am asking you whether you would pursue this 
theory that Prairie costg Should be reflected in the rates 
Mo the point of agreeing that grain and grain products 
rates should also fluctuate with the fluctuating eosts of 
Gail haul? 

A No, all our experience, and the exhibits that we 
have filed here, prove that the operation in the Prairie 
region has been satisfactory with the present rate, and we 
are not asking that they be changed, 

Q Then if I understand you correctly it is only 
those rates that cover commodities that do not move at the 
Statutory grain rates that you want to reflect the costs of 
Operation on the prairies? 

A NO wa GLd not Dub ih that way, 

Q I am not trying to trsp you. I am trying to see 
what you do say because at a later stage -- 

A What paragraph are you referring to? 


Q I am looking at page 11 where you say: 


sare’ BEA). td nh 


eater an weir 4 


tagietw wilol Jor obiks ws 
tae aay 
3607) Ss ° he 
\ . - 
rrom wT safes, 
12_oc oatates 
7 Aa 
Mo st. By TR, ; Mi? 4o0 S's Siew aL 
" ae Ree | By SL E TAM mee toy Ohusw Vg : > 
3, ities cS y ae” TS a Find RT? od nee Liss ALS “Pes 7 
| | . 


7 


i 


moe 2.8 haw fF Peg Fue , De sats ovVAG OW A 


| ‘| 

Demers att “Pedty jon tok oe <n feed ted SEY ee 

7 | | | | 
; Beit kis a) le (ie, Sho” Sorry EEN. ae HEH, Ke ° s 7 ; 


. 


\f 
7 
z : : ; 
| git ria te wiih? cools, Divade wastes 
“Lust. des 
. Fo (oko! A oF: _ i A 
a % ' t¢ 2 : , / waar aay 
- 


= av at? : 1k ie SOY wit GOFE> Geers. VINVTInTS 


71% (J42eCgo 
My 


= Os ir 
Apr oS: E Pad 
. 


SAPRAE TAS ee exited 
’ 
‘Eonar Lf mesa: 
> en: a 


+252< Mr. McConnell, cr-ex 


"We make the Beneral argument that freight 
rates in the Prairie region should be related to the 
cost of service on the Prairies,” 

A Rint. . 

Q If the rates are to be related to the cost of 
service that means that they must fluctuate With the cost 
of service. Am I not right on that? 

A Hor the future, if you are anticipating rising 
rates, but I cannot recall a great fluctuation downward 
in the past, if that is what you are refverring tay 

Q Weld 5 thought I tried to make it clear, 

Does your theory, or does it not, involve that the Prairie 
costs should be reflected in the Prairie rates, whatever 
those might be? if’ ¢oste are up on the Prairies thy 
Should be up, and if they are down on the Prairies they 
Should be down; is that your theory? 

A iehave not said. that. 

Q I just want to know what you do say. What do you 
say? 

A It is quite apparent there. We are not asking 
to be subsidized. . I make that statement Somewhere in the 
brief. 


Q I know you do. 


A And the facts and statistics that we were able 
to obtain - and they were mostly railway figures; in fact, 
I guess they were all railway figures - seem to indicate 
that operations in the past were satisfactory in the 
Prairie region with the rates charged, and to my mind 
they have not fluctuated a great deal. 


Q Supposing they went down -- 
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MR. SCARTH: May I refer you to the second para- 
graph on page 5 where it Says: 

"We do not contend that freight rates can be 

reduced in periods of depression", 
And so on. 

Rae EVANS 289.2 SP ee not talking about periods. of 
depression. I want to know what the witness means when he 
Says they should be related to the cost of services on the 
Prairies’. “I assume if the cost of services on the Prairies 
is low the rate should be low, and if the cost of services 
Sieeune Prairies is high the rate should be relatively 
higher? 

A Pie Geass reasonable, yes. 

Q And that principle would apply to grain and grain 
products as well as to other tratfie? 

A Yes, I have not separated them. 

Q On page 4, dealing with the table of the tonnage 
unloaded at stations in the Prairie Provinces in these 
various commodities, I want to ask a question there. You 
interpolated a little item for 1948, Perhaps my note is 
not complete. 

A I got that later. Related to agricultural 
implements, the tonnage is 154,455 tons in 1946, and the 
retail value for that was $98,050,000. That is in the 
Prairie region. #or 1947 the retail value - and I have not 
the tonnage increase - was $144 million odd, and in 1948 
it was $204 million, and including repairs I think it was 
up to $238 million. 


Q I think I have got that correctly. The point I 


want to put to you is that you went on to say that the 
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difference between the value of $98 million in 1946 ana 
the value of $204 million in 1948 indicated to you that the 
tonnage had doubled? 

A Maybe that was a rather broad statement. It cer- 
tainly has increased, 

Q I am not Questioning thet. “7 Suggest to you 
though that if you apply the wholesale index to the 1948 
figure, the increase in the wholesale index, you will fina 
that you can infer a tonnage growth of about DO. per cent, 
but not double. 

A I would agree with that. The only reason it was 
smaller was the inability of the machine companies to get 
the steel to manufacture nachines. 

Q Wiepeee 10 = 7] an Sorry, on page — Mr. Cloner. 
was asking you about those tables of agricultural produc- 
tion and freight revenue in the parallel column, 

A Poets ri eht. 

Q Am I right that since 1943 the Dominion Bureau or 
Statistics does not keep figures on the gross value? They 
have now gone to the cash income basis? 

A Wig See 

Q I suggest to you that if you look at the cash 
income basis of agricultural products using the same index 
ee tO26 25 100 —- 


A , eS. 
Q --that taking the bottom figure on your table the 


index figure instead of 146.6 - I am not saying there are 
errors in this; I am trying to relate it to the other 
index - was 124.3, and that year by year that index was 


124.3 in 1943; 192.4 in 1944; 150.4 in 1945, and 153 in 
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1946, which is the last year I have. 

A I see. 

Q Taking the other index on the railway side, to 
bring you down to 1946, the index for 1944 is 160; for 
1945 4b 4s 157; for 1946 1f de? 14. So that I suggest to 
you there has perhaps béen 4 greater tendency on the agri- 
cultural side. to Grow, and a tendency the other way up to 
1946, a tendency for railway income to decline? 

A Liat Ve Piet, 

Q then Letupa te page 10. You speak there about the 
mecessity for soil conservation and the efforts that are 
being made. 

THE CHAIRMAN: What page? 

MR. EVANS: Page ioe Tothanic everybody agrees 
that is a very worthy matter. 

THE CHAIRMAN: It was what wording? 

MR. EVANS: Tam talking about page 10 and the 
discussion on soil conservation./ You Speak of the necessity 
of the farmer having greater net income for this purpose. 

I do not know whether you agree with me, but my information 
is that a lot of that igs being provided by the government 
and other agencies. That is to Say, the government is 
Supplying trees for planting to conserve the soil, and=you 
are also getting assistance under the Prairie Farm Rehabili- 
Pation Act. © Is that true? 


A We pay into it as well. 

Q That is a contributory pian, 16 237 

A Yes, 

Q And that is primarily water conservation, is it? 


A No, not only that. When there is a crop disaster, 
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if it falls below a certain number of bushels there is a 
certain payment. 

Q I understand that even the railways Supply a 
little assistance in the form of instruction in soil con- 
Servation, tree planting, and so on? 


A I am glad to hear that. 


Q You are not aware of the railway forestry car? 
A Yes, 
Q Phen: on cage thy you have made some reference CO 


exhibits in the mountain differential case. I was wondering 
whether you are familiar with exhibit 94 in the Same case? 

A I have not studied it, 

Q I suggest to you that exhibit: shows sine earnings 
and expenses per thousand Eross ton miles for the Recir ic. 
Prairie and Eastern resions, rena, fer the System, and it 
also shows net earnings before income tax Devens fe tor ite. 
You have not examined that? 

A No. 

Q I suggest to you that in the Pacific Region for 
the twelve months ending October 31, 1948, that exhibits 
Shows that the net earnings per mile of line were $1,065, 
for the same period in the Prairie Region $1,221, and for 
the Eastern Region $2,236, and for the system an average 
forte. Phat isealld. Canadian Pacific. Then per 
thousand gross ton miles I Suggest the same exhibit shows 
30 cents for earnings per thousand gross ton miles.- that 
is net - in the Pacific Region, 36 cents per thousand 
Bross ton miles in the Prairie Region, and 41 cents per 
thousand gross ton miles in the Eastern Region. Does that 


Surprise you? 
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A There are quite a few other things to take into 
consideration. You have a much heavier investment in 
terminals and things like that to earn money in those 
areas. 

Q You are not surprised at those figures? 

A I think some of the benefit accruing to the 
Kastern is also part of the Western effort that goes over 
Eastern areas. Do we Bev creat for i369 

Q No, I agree that you probably do not in these 
figures. They are statistical figures, but do you alec nor 
realize and give us some credit -- 

A cure. 

Q =- for supplying facilitiés that youuse for your 
traffic inbound and outbound? 

A We pay the shot pretty well for those services. 

Q Der you not think that —= 

A Pomean additional to the railway for thoge sere 
vices to get our grain on a competitive basis. 

Q But we are talking now about costs of operating 
in the Prairies and costs of operating in the east. My 
idea of what you intended to convey is that costs of oper - 
ating in the Prairies are low as compared to the East? 

A Yes, we believe that to be true. 

Q What Lwam suggesting to you 28 that if costa or 
operating in the east are high some part of those costs 
must be incurred in carrying western traffic? 

A Well, I did not suggest that costs in the east 
were high. 

Q Do you not say they are high? Is the purpose of 


your page 11 not to indicate that they are lower on the 
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Prairies than they are in the bast? 

A 2@e, 0ut Ll aia hot say the others were high. 

Q Well, they are higher relatively. Let us not 
worry about words. 

A Pose CICK. 

Q And to the extent that they are higher on the 
Prairies your thought was that the rates should reflect 
those costs? 

A Thetis right. 

Q What I am Suggesting to you is that if western 
traffic, both in and out of the west, uses the Peciti vee soe 
tie east it is necessarily to be expected that in the rate 
the factor east of Fort William would have to reflect those 
higher costs. I do not want to be unfair about it. It 


Seems to me so obvious. You would agree with that, would 


you not? 
A Would you mind stating that again? 
Q If you nave rates fixed in the west on what you 


Say are lower Prairie costs and rates in the east fixed on 
What you say may be relatively higher operating costs, would 
you not expect the factor in the rate east or Fort William 
Which is paid on traffic moving into and out of the west 
would have to reflect those higher costs in the east? 
A It might, but that is all the more reason why 
we people in the western previnces that pay both ways have 
got to guard against being unduly loaded up with something. 
Q You and I agree on that. No one wants to load 


you with costs. I am not here to try to sell you on that. 
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I want to get from you as cearly as I can, what your 
thoughts are; whether you would not agree with me that 
sometimes there are two Sides to this kind of story 
and perhaps your traffic would have to bear some of 
those Eastern costs also. 

A. I am not too sure thatin the past they have 
mt already. 

@. If they have, perhaps -1¢ is “ail right. 

Preliuthcy have; why then eit dis 4li rien: 

Q. Does it not occur to you also that where the 
railways have had to.reduce rates in the East to meet 
water competition on the Lakes, that that also would 
have been reflected on the rates which you have enjoyed. 

Moekossibly in «= very small measure, 

Oe So you do not agree with the Board of Transport 
Commissioners on that? 

fe. Nort necessarily. 

Q. Do you know what they said about it in the 
Western Rates case? 

A. Not particularly, what they definitely said. 

Q@. I would like to read VOU “Pini ae 

THE CHAIRMAN: What is it? 

MR. EVANS: It is from the Judgment of the Board in 
the Western Rates Case, the Judgment of the Chief 
Commissioner; , Sir Henry Drayton, reported at 17 CRC; 
it is just a little extract that I propose to read, 

THE CHIEF COMMISSIONER: What year was that?. 

fe; VANS? «That was) in 1974, I think. 


THE WITNESS: That was even worse than my seven- 


year period. 


Se - 7 7 
} - j 
rae os " . 


v % 


enor seo... Tee “ee aaa ee on eri" 


Gat Sc) how wana ed ‘pine ath ake 
uy frente “Ss a EAS oP ae, me, <n 
Ore ar ie 


Tn waiter ee Ve eRe ei tS oO Re, oy 


beta time rhottan i ae 


Sarre, ty stih ‘Teepe SM: VED OME oe ae ee BD at) 


tHe fhe AE eee ey a ee ee 
<r GEE at OR Oa, “Mean Pew aen) ea Sh) de 
i? che i tees ee oe 2 ae epee oe ee ae BOS a F ’ 
ee GH Sed gh val aia ee ee ee eyanlton 
i- > 
oy nals “el ee, 3 eee ene Seba) sequen Yate 
uberitis soso ky, “ie ee Oe aD PT ya wad eveel 


congan J Lome) fi ore eb Sele eee 


Sites! ty Gras. oat SI eine Wal ee ee 
| ‘ ry). 
Od pits vase operate tees Liven 
| ; 
. oat Digeab in gol Lad 
i akP ahicaet a be my Sr Wditte Atong OE ‘an 


Mites -eetapl- acd 
5 e “ s 7 2 ee * 
writted watt chew . fog 7 ek 
WOL8e hoy icest OF gene ioe 2 3B . 


=. ol Reel MAD, Dee . 


ease Wah oe Sweaty: ocT) act ED | RARE ed i | 

‘| ’ 7 | 

SPY. GAY le aia, 7 ae 288.) ca i .waasest ate 

4 SMD TS SU Or ee | Oo A nae vesrtgitn'’ 
» ; 

wine all -aes segnee > Bary eee 5 i Paak, ia 

fosrheeas 9 : ata oT GRMN aerenD ar 

ae a et sale agit ‘ries a 


wget eee Nee aaa! “pene: ee a Fe 4 3 f fab 


2 


Tuy oe 


Np Mr.McConnell 


MR. O'DONNELL: ‘The railroads have been running 
longer than that, 

MR. EVANS: ‘The rear of the room does not appear 
to like back history. Ferhaps it will the history repeating 
itself today. 

"It should however be borne in mind that while 

water competition igs urged as being the reason 

for a low rate Standard in the Bast, the water 
rate, with resultant low Preignis has probably 
played a greater part than any other factor in 
the prosperity of the West." 

You would not agree With that? 

THE WITNESS: I am not in a position to agree or 
to disagree. I do not know anything about it. We do 
know that the Panama ord rate: helps ‘out onuthe 
Pec tiee coast. 

MR. EVANS: @. I think on page 12 you make 4 
reference to exhibit 340 in the Thirty Per -eent ase. 

Rohe iis pi elt, 

Q. I was wondering whether you were familiar 
With exhibits 131, 220 and 344 in the same case. 

fa Wor, 

THE CHAIRMAN: What are those exhibits? 

MR. EVANS: Those are exhibits in the Twenty- 
One Per Cent Case, exhibits Ty a2 e0r and She. 

MR. EVANS: Q. And I suggest to you = 2 “think i: 
is exhibit 344 although I have not it with me - that 
when the Canadian National and theCanadian Pacific 
results, as between East and West, are added together, 


in that particular exhibit it shows that, combined under 
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earnings, that the two in the East are higher than 
they are in the West. But you are not familiar with 
those exhibits? 

A. No, I have not Studied them. 

COMMISSIONER INNIS: Q. Have you any explanation 
for the changes which apparently have taken place in 
the places where you have worked out the comparisons? 

A. What is the page? 

Q. Page 12 of exhibit 340. 

A. We have that, Mr. Searth, I believe, in more 
detail, lines east of Fort William and lines West Ot 
Fort William? 

ph COVERT: °©, Perhaps you do notneed to look at 
the exhibit in order to answer the question. 

COMMISSIONER INNIS:Q@. What is the explanation 
for the shift which seems to have taken place from 
1068 to 14379 

A. That is in schedule 1 at the back of the 
brief; and using working expenses as the yardstick, 
certainly the comparison of net earnings is favorable 
to the Western PeeLon: 

@. Have you any reason for the rates changing 
materially during those periods? 

A. This goes back to Thirty Six and Forty Five 
and it is a general operating basis; and that is ‘the 
result that comes from averaging those four years. 
Again, you can go down lower and average six years 
and it is still in favor of the West. Those are the 


conclusions we came to. 


Q. So this is just a statement of fact; you fave 


aS eed 


ilu. cel(iant Jon eras sdes ts 


7. ’ yy ag 
Rant trades og ieee 
| sofsnreloxs ye 005 sven .o “OE War paMOTeet Ma) | 
7 ni ‘sornl doied oven viveoreguas ifolae noartdo aeld 10% 
noe reaqnes aie ine bearew Svar: alo’ oven sacalg sd? 
| fone att eft samt qa = 
.88 oiditve to Sl epat <p) 

tloe D gtaaoh .aM otedd oved Ak 
reat! (bme mah iw aoe @uRg asnkt trated. 
sinititite tage 

sqnitset., .O SUVGD: JAM 
wots abp ond -t$héne erie nL tidtixe ond 
biometions ont ct Boxdtt!/) . Qo Snir GMMOrserees ; 


7) 


rs 
Pr 
- 
> 


a! ins il t 
ag gE: i ‘ 2 iu ele v ti 
“ : 


cla guia ges of sees ‘initw 22ae ene OR’ 
“4 eyeur ox BQ0r 
sds to dpsed Bit 24 i. etuhetna mm et tect A fe 
Sebaay wie’ Ba eserercous onl Wwraw Meloy Sta ‘tala 
Si §stcves as SEPT: >. “Ost ‘Tt nO 3 2A D ont viatsiies 7 
Cankget Aiotaooads 68. 
antanede s6unn sti? sot oe a yte soy 08H .D . 
op ‘ybaprag exert: eiienh phlatradae 


avid oohroG hee 2£fopected? of sleed gcny weet eh, 


1 
a 


aie ef fadd bas gutesd sht@ierada Lotindg 2 erat’ Ome 


Jira AVOF 'saontt aeteevova. most somes Fads tLyi it 


wie’? ale seoreve’ Ban cums. mind of fei uoy res! 
xid ors «$202 dese age. ts fave wt LEE Su ae a i 
rn wou coon. Sx premoree fe Sache ee eke sal ’ a. 


7 


é 


at _ 
a 


rae 


313 Mr. McConnell 


not gone intothe reasons for the change, or you have 
no explanation? 

A. It is just a copy of exhibit 340, in the 
Freight Rates case that we used. 

MR. COVERT: Q. I do not think you have understood 
Commissioner Innis' question. He Simply asks if you 
can give any reason why there should have been the 
shift; you notice the figures for 1936 to 1939 are 
10.63? 

eee > 

Q. And from 1940 to 1945; 14.37, 

gets 

an Similarly you have Twenty-Nine to 2477, 
and he ia asking you if you know of any reason why there 
Blouia be that shift or change. 

He gl could not. give the reason in the asec. bua 
certainly I think that our table that we give there, 
prior to pages 7 or 8, would almost indicate some of the 
reasons for the West, after that period of time, from 
1936 on, while recovery in freight was not hardly equal 
tO tie gross. value of prairie agricultural produ¢tion. 
At least, it was improved; that is about the only reason 
I could give. 

MR.SCARTH: @. Have youthought of war onndittons; 
could you speak on that? 

A. There is no doubt about it that the war and 
the post-war conditions, up to 1939, Dr. Innis, the 
purchasing power of the farmer was - I can recall that 
we were down to meet the Government in 1938 trying to 


retain 80-cent wheat; and it was not until 1943 that we 


\; 4 Sade C6el Lidee wan ea0-dt ten tse Iie-GF ‘af 


%: 


5 Rue ot eo Antoenet Seema amt 


ie m 
< 7 oer we 


r -_, 4 

ig'nbh. Gat stdities La veeos Fuck fs an oh, ; 
nS) 1a 

ps ac SW ne \sbge SERa: eaeh ts 


— 


- a 

bouseivids..oved “oy ainkdd Joh ob - ':9: STAEVOD. CAML 
; _ | 

we 22 odes yigdta ch .cottnop “etank pene Leen 
‘youd -ovhl blucde etait tlw a0keet. Ue ane fies 

El of NUL ql sony! 2d eo lle Ow ee eee 
299; 0f" 

-BSn ak a 


as : i. ym Lee ; 7 
ote et 4% E}4 G ‘ mov brn iG 


rans ya moekey yaa La wont pey ody ete 62 en eee 
jgnieis a D2tide dad’ od Sipe 


Pr 4 4 ats - 5 os ns pla * 2 F t ; 
% bees ge eat UaALdt 2 vin tao 
We Ts Gwe “otdo bak Jeomis' plirows Giga woane oe "qoltgy 
wors: porta “Is vy, Send tYe ( YSOW ott Vo} enoesede 


rey ars uw “ be 5 i ane . - 7 . 7 mm : t 
as ye . ie cae -: 2A: oe a ea n.. ty 49 ‘ote "'‘s F brie: rae eet 
, 


ONBat YiaG ol’ tals of Ge?  hévetuih sew oi hee ee 
. SV En Sfenp! 3 

ie 

OE ST NGO “SEW S. Sirntdiiny SVBR ~.o SHTTISe Ae 


lS o-Bseqa vey bivees 
: ; a a | I 
ie’ af 4 ig rE 4 . 7 [ ; 3 iy ous. , ( ty gov E? Wi bt Sats : « & , 


7 
at: » Binet: — sans i + Poy rs p E *4 
fidl ("tt (CREME of um enihdibenie. taw=t2og ree 


~ 


wey Lino) moy 1 --- Sine gereed <te Se tonctiq. aotaads 
5 ' _ ’ iar 


Ww attinat BFOL @h tHemrenved) «ty Be uni oF woh TW ¢ 
a =! 4 “2 


77 


7 


a . é ay 


374 Mr. McConnell 


got $1.25; and we were on that basis for two years. 
You are all familiar with what has taken place sinte. 
It was this additional purchasing power which must 
have had some effect both on the East and the West 
Supplying freight, possibly both ways, andall the more 
important, because it is just as essential to the 
railways that ample purchasing power be kept in the 
hands of the people in the Prairie region. 

We pay a more diversified freight than any other 
section of the people. 

THE CHAIRMAN: Is that all now from Mr. 
McConnell? 

MR. COVERT:Q. There was just one question I 
wanted to ask. I understood that on page 11 you 
Suggest that freight rates in the prairie: region should 
be. related to the cost of service on the prairies. 
fama bit confused about that. It seems to me that 
there are so many parts of the brief which would 
indicate that you tie the rates to the cost and so, 
because the prairie costs are the lower ones you would 
draw the inference that you mean that the rate should be 
lower. I was wondering if that would not drive you to 
the position where you would have regional rates. 

A. Shouldn't you always have in mind how your 
rates relate to your costs, as a business man? Isn't 
that fundamental in business? 

Q. It may be. I am looking for information. Are 
yousuggesting that theyshould be tied to the cost? 

A, They should bear a relation to the cost; they 


should not be excessive to the oost. | 
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Mr. McConnell 


Q. Does that drive you to the position where you 
may have regional rates? For example, if costs are 
lower in the prairies and higher in the east would that 
mean that you would relate the rates to those costs 
and have one set of rates? 

mee NO, 2 do not think it would mean That. oue 
do think your rates Should bear a definite relationship 
to the tonnage moving over the area. That is one thing 
weare trying to keep before the Commission here, the 
importance in the Prairie region. 

COMMISSIONER INNIS: Q@. The point which concerned 
me Carlier was the heavy tonnage moving westbound ~ 
down-gradé. 

A. Yes, 

Q. That is quite a difference perhaps from a 
manufactured product moving in the opposite direction 
upgrade. 

a iat 18 riche. 

Q. Now, do I infer that you would care to push 
the analysis that far? 

A. I still think it comes back to what I said a 
moment ago, Dr Innis, about our buying power; the more 
that we can keep those cars coming back, the better, 
ae complaint of the railways formerly used to be about 
the back-haul of empties. But there are less empties 
today because we have lots of money to buy Canadian goods, 
and they are getting tonnage both ways. That is the point. 

Q. You have not gone much farther than a general 
propositicn in relation to the whole. 


A. Just what is your question? 
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Q. You have not attempted or thought of breaking 
it down into a minute analysis? 

A/ No, not that. 

MR. SCARTH: Q. I think that in your brief, Mr. 
McConnell, you suggested that a study be made of the 
conditions and of the costs. That was your 
recommendation? 

A. Of the prairie region. 

Q. I think you should explain it to the 
Commission just what you had in mind, as a result of 
Pee Metcrial that is sét uo in your brief. 

A. We understood, gentlemen, that there is no 
Separate statement from British Columbia and the 
Prairies; and we felt that the statement we have made 
here, beliéving it to be true, that possibly a study 
could be made by the Commission, whereby Prairie costs 
might be really pinned down a little closer than they 
ere Without the differential. But rightly or wroneiy, 
we feel that we share some of the costs of the British 
Columbia differential. 

MR. FRAWLEY: @Q. And, of couse, you think you 
Bhould not. 

A. Oh, I do not think we would quibble too much 
about that. After all, this is the Western region; we 
do not know how much; maybe we are Pight now. 

Q. Well, if you are, do you think it is right or 
wrong. 

A. Flatly, I would say I do not see why we should 
bear too great a portion of it. 


Q. Well, do you think you should bear any portion 
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A. I know what you are coming at. You are from 
Alberta. 

Q. Well, another day, then, 

A. We have not given any thought to what you 
have in mind. 

THE CHAIRMAN: That is all, Mr, MeConnelin 

THE WITNESS: Thank you. 

MR. COVERT: The next Submission will be that 
of the Manitoba Co-Operative Wholesale Limited and 
Mr. Shepard will Speak to the brief. 

MR. SHEPARD: Mr. E. B. Chown will present the 
brief of the Manitoba Co-Operative Wholesale Limited. 
He is the Manager, 
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Gentlemen: The Manitoba Co-operative Wholesale 
Limitéd is an organization entirely owned and Operated 
by some 35,000 members residing in Manitoba and the 
adjacent part of Ontario. The Company commenced 
operations in 1928 and its main function is to supply 
some 125 Local Co-operative ASsociations with a wide 
variety of goods such as gasoline, distillate, motor 
oils, greases, binder twine, coal, hardware, feeds, 
dry goods, etc. The total business transacted by the 
Wholesale and its affiliatea Associations was 
approximately $10,000,000.00 in 1948. 

Practically all goods sold have to be brought into 
Winnipeg from a considerable distance and then 
redistributed to various country points. Although exact 
Pueures are not available, 1% 43 very evident that the 
distribution of such a volume of merchandise means a 
considerable outlay for freight charges. As all such 
transportation costs must be passed along to the 
ultimate consumer in the form of higher prices, the 
matter of a fair and equitable freight rate structure 
is of the greatest importance, not only to the members 
of our organization, but to all other Manitoba 
citizens as well. 

As our basic membership is made up of farmers, we 
believe it is in order to say that freight rates are 
doubly important. As is well known, the farmer not only 
pays something extra on almost everything he buys, but, 
in addition, must deduct from the sale price of almost 


everything he produces, a substantial amount to cover 
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freight charges, 

We recognize that a proper freight service igs 
essential to the operating economy of every country. 
Due to Canada's particular Sceographical pattern, it is 
possible that freight costs may form a larger Dropertion.< 
ate share of the value of most products, than in most 
other countries, No one will deny that transportation 
of all types, is of the greatest importance to each 
individual section of the country, as well as to Canada 
at large. Its very importance leads us to believe that 
greater study and consideration is needed to develop a 
better system of establishing and controlling freight 
rates than we have enjoyed in the-past. 

“We regret that we cannot present to the Commissinn 
for examination, a ready-made plan that would solve all 
difficulties. We are all too aware that many experts 
and several Commissions have studied the problem and 
teiled to find a complete and comprehensive answer. We 
recognize that changes and revisions Will always be 
necessary to meet the varying needs of the times, but we 
Submit that a great deal more canbe done to achieve a 
more understandable and a more equitable system for 
computing freight rates. As a farm organization, we 
are not qualified, by any means, to Undertake such work. 
We ask only, that this Commission recognize the short- 
comings of the present System and undertake to develop 
a continuing plan that will materially improve the 
system to be used in the future. 

THE POSITION OF WESTERN AGRICULTURE - Although our 


knowledge of freight’ matters may be only superficial 
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we cannot help but feel that Western agriculture 

has carried more than its share of : railroad operating 
costs. To the layman, it would appear, that operating 
costs on the Prairies must be considerably lowerthan 
Most parts of Canada, yet we understand that in many 
cases, the freight charge to move a like. quantity of 
goods a like distance, is much higher in the west. We 
are told that this is due to competitive truck or water 
competition in the east. Here in the west where 
competition is apparently too weak to push down most 
rates, the railroads therefore, must maintain neariy oi. 
the business. That fact in itself would seem to merit 
a lower rate structure for the west. 

Directiy and indirectly, western agriculture must 
be the main contributor to freight revenues in the west. 
As there is both incoming and outgoing freight to be 
paid, inmost cases, by agriculture, it means a very heavy 
burden if the rates are proportionally higher in the 
west than in the east. Perhaps, on some occasions, the 
east has assisted the west financially, but it appears 
that in the case of railroad operating revenues, western 
agriculture is lending more than a helping hand to the 
east. 

SUGGESTED REVISIONS- We do not feel that any of 
our suggestions will be original as we believe that their 
merit will have been already recognized by the 
Commission. 

(a) Simplification of Freight Tariffs - It is most 
difficult for the average citizen to understand why the 


freight rate structure of the railroads has to be so 
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complicated and complex. Very few, if any, small 
business concerns or individuals can take the time 

or, can afford the services of an expert. traffic man 
to continually check the rates charged, but most 
merely accept such charges as presumably correct. 

Even though the proper rate has been applied according 
tee Tararr at still 33 impossible, in most cases, 
to judge whether said rate is fair and equitable in 
comparison with other like commodities, without a most 
intensive and pralonged study Of thé freient rate 
structure. 

Lo Our iwey of thinking the cause for such a 
confusing array of rates is the addition of so many 
Special rates over and above the regular class rates. 
We recognize that commodity rates, agreed rates and 
competitive rates are undoubtedly well justified in 
themselves, but their tremendous number have made it 
impossible for anyone but an exnert to have a proper 
grasp on their individual significance or their overall 
ramifications. 

AS by far the greatest proportion of railroad 
freight traffic moves under such special raves ac 
appears certain that the simplification of such rates 
would immediately clear up much of the present confusion. 

We would like to endorse the idea of extending 
the already established class rate system so that it 
would encompass at least, most of the special rates. 
such action would certainly simplify the present unttieldy 
System and substitute a plan that would be much more 


easily understood by the vast majority of people who must 
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pay the freight hills. 

(b) Standardized Accounting - A great deal of the 
evidence presented at the Board of Transport 
Commissioners! hearing held in 1947, had to do with 
Systems of accounting. If the Newspaper reports can 

be used as a guide, there wags untold confusion 

and dozens of conflicting interpretations about such 
matters as depreciation rates, capitalization, 
inclusion of outside Carnings, difference in accounting 
practices used by the two major railroads, maintenance 
accounts and so on. Because of income tax rulings 

and the aacepted practice of chartered accountants, 
Suchiimix-ups do not appear in other major business 
concerns. To the man on the street or on the farm 

it is mighty hard to understand why accounting 

Systems cannot be standardized in the railway 

companies so that at least there would be a good 
starting point for establishing proper rates, 
(Qcompebttive rates = We are given to understand that 
the big bulk of railroad freight moves under competitive, 
commodity or agreed rates. Such rates, we believe, 

in most cases, are initiated at will by the railroads, 
under nominal approval by the Board of Transport 
Commissioners. No doubt such rates account almost 
entirely for the proportionally lower rates in the 
east. We feel that such an important matter should 
have further clarification and should come under 
proper and complete review by the Board before being 
instituted. Furthermore, we feel that such rates 


Should be regularly reviewed at stated intervels by the 
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Board, to make sure that the justification for such 
lower rates still exists. 

(a) Purchase of truck lines by railroad - the railroads 
have already purchased several truck lines in western 
Canada and no doubt are interested in bringing under 
their control, further trucking franchises. Truck 
competition appears to be one of the main ways to bring 
about a reduction in freight rates but if the trucking 
industry is brought more and moresunder the contro... of 
the railroads, then such competition would finally 
disappear. We therefore feel that the Commission 

should carefully consider whether it is tothe best 
inverests «of the country to permit the entrance of the 
Paiiroads into the trucking  fieids 

(a) Easier Right of Appeal - Although the services 

of the Board of Transport Commission are available to 
all citizens for the purpose of reviewing freight 

rates there are few people who can undertake the 

expense and time to present their cases. In particular, 
the small business boncern or the individual eltigen 

is placed in a disadvantageous position. The cost of 
compiling the necessary evidence, plus the travelling 
costs to Ottawa, are almost insurmountable barriers. 

We would suggest that the Board should maintain an office 
in each province for the purpose of giving information 
and preliminary studies to the freight problems that 
arise from day to day. Many difficulties and mis- 
understandings could be ironed out at this level. Small 
companies and individuals would have an impartial 


representative that could be turned to quickly and at low 
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cost’. 
(f) More Active Investigation - We understand that 
very wide powers have been given to the Board of 
Transport Commissioners primarily to protect the 
public from excessive charges for transportation. 
When objection is taken to a rate, by some individual 
group or corporation, we understand the Board reviews 
the arguments put forth » by the objector as well as 
those advanded by the rallroadsy;,<and,:Antiaue course, 
renders a decision. This appears a most reasonable 
procedure except that the railroads are all supplied 
With) proper legal’ talént, freight rate experts, and: 
finances that make certain a much more effective 
presentation than can usually be mustered by the” 
opposition. No doubt the Board takes these factors 
into consideration to some degree and quite probably 
makes some independent investigation before rendering 
a decision. However, the important point is that 
unless there is active opposition of some sort the 
Board is lead to believe that the increased rate is 
quite acceptable. We are told that there aré over 
30,000 changes in the freight tariffs every year. Only 
| eMielli fraction:of thissnumber are <ontester, simci> 
Sen the freight-paying public is unable to cope 
with such a large and complex master. 

As public representatives, the Board oF Transpar.: 
Commissioners is the only logical group to study, 
examine and review all freight rate changes, whether or 


not any official complaints have been received. If 
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Should not only be a matter of investigating freight 
rate changes suggested by the railroads but also 

the continuous Study of presently established rates to 
Bee ai they can be adjusted due to Changing conditions. 

We believe such activities are carried on by 
fae Board to ea limited degree at the present time, but 
ay is Our sincére belief that this work should be 
greatly intensified so that as public representatives, 
the Board may accomplish its purpose to the fullest 
possible extent. 

If the powers granted to the Board by Parliament 
ere ansuificient to effectively pursue such a program, 
We respectfully submit that said powers should be 
broadened. If the staff and finances of the Board are 
insufficient to perform such duties, we are certain 
that such deficiencies can be remedied, 

In conclusion we can only emphasize that the 
many members of our organization are very concerned 
about this vital matter of freight rates and it is 
their sincere hope that a much improved system of 
devising and oontrolling such rates will be established 
for the future, 

All of which is respectfully submitted. 


MANITOBA CO-OPERATIVE WHOLESALE LIMITED 


MR. SHEPARD: Q. Mr. Chairman, there are Just 
one or two questions I would like to ask Mr. Chown 
before the others question him. Would you look at 


page 4 of your brief, Mr. Chown, where you make reference 
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that you endorse the idea of extending the already 
established class rate system so that it would encompass 
at least most of these Special rates. I presume that 
you have in mind that the present class rate system, 
being classes..] to 10 = thé Suggestion is that you 
would extend that downward, so that the lower classes 
would take in more of the commodities which are now 
moving on special commodity rates. 

fe Wes, that is my Sugees tion 

COMMISSIONER INNIS; @. You mean more than ten 
classes? 

hme Yes. 

MR. SHEPARD: Q. And then at the top of page 5 
you refer to competitive rates and you say: 

"Such rates, we believe, in most cases, are 

initiated at will by the railroads, under 

nominal approval by the Board of Transport 

Commissioners." 

I suppose that, while probably you have no great 
detailed knowledge of the mechanics that the Board 
follows, I suppose you have some impression of how their 
approval is given. So could you tell the Commission your 
understanding of it? 

A. Frankly, I am rather: confused myself, because 
anyone I seem to ask about this particular question seems 
tostate that some rates were definitely Wnder the 
control of the board, and the Board had certain powers 
in other rates; and I gathered that those agreed, and 
commodity rates and competitive rates were more or less 


nominally approved by the Board, and that there was no 
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active investigationnof them. 

Or Thetis, as long as nobody appealed tothem 
the Board merely rubber-stamped them, if they were agreed 
to by the Railways and the Shippers themselves? 

hee Yes. 

@. Near the bottom of the page under the paragraph 
headed "Easier Right of Appeal" you say: 

"The cost of compiling the necessary evidence 

plus the travelling costs to Ottawa, are almost 

insurmountable barriers," 
You are probably familiar with the fact that there are 
idcal hearings: but you still are not excused from your 
local hearings. On occasion you still are not excused 

the cost of compiling the evidence to enable you to put 

your case forward. 

Hee Mnat is correct. 

MR. SHEPARD: Yes; 2 think that is S11 = have, 
Mr. Chairman. 

THE CHAIRMAN: Does anybody wish to ask questions. 

MR» O'DONNELL: «@. And an thes respect you are no 
different, Mr. Chown, to anyone who has a complaint to 
make, for instance, in a court. The plaintiff must bring 
in his evidence to support his complaint. 

ave That teortohiy 

Q. Now in respect of competitive rates which are 
referred to at the top of page 5, did you understand that 
the Board fixes just and reasonable rates, so-called, 
under the Act? 


A, <A ceiling rate? 
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Q@. Yes. What objection have you to the railways 
negotiating or arriving at a rate which is under a 
just and reasonable rate? They may exact uy TO thas 
ceiling; but what objection is there? Rather than lose 
the traffic and the resulting revenue, they put ina 
rate which will save the traffic and save therevenue, 
and thereby make 4 contribution to the Treasury and 
keep the average rates down for everybody else. 

A. If you look at the broad bictures bub that ie 
one of the things we object to in the west, with these 
continual lower rates to meet competition in the east, 

ostly in the east; that is all very well, except that 
out in the west, having no advantage that way, we 
lose out all the time. We would like to know that our 
representatives, the Board, are thoroughly investigating 
all these things to make sure that they are necessary 
and that there is actual competition. 
actual 

Q. If there is not/competition, you can complain. 
Anyone who suggests there is no competition can complain 
and the rate would have to be removed or adjusted. 

Mm: nat Te true; 

@. You say at page 5 that truck competition 
appears to be one of the main ways to bring about a 
reduction in freight rates. Are you in favor of truck 
competition? 

A. Yes, I am if it 15 f0ing to’ reault im lower 
freight rates in the west. 

Q. But as a matter of principle, are you in favor 


of truck competitian wherever it may be. 
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A. Surely, 

Q. And the fact that there happens to be truck 
competition in one part ana not in another part would 
not causeyou to change your view on Cheeses an principle? 

He. No. | 

Q. And wherever truck competition may affect 
the transportation picture, you are in favor of 
allowing it to prevail? 

Pi Les. 

@. Then, that being the case, do you think the 
railways should endeavour to meet that competition 
Woierever it may be JUSteas 2 matter of principie? 

Pees Up (bo. the ratiroads, if wtheyfeed 
that they want to meet it. 

@. And if they feel that they should not meet 
a0, then it is ell, right with you? 

ec Ss pena. 

@. That is fair enough ., Well, if they don't 
meet, it they lose the revenue which contributes to 
the overall transportation costs, do they not? 

Pee course, wit vVoulcet downto competition, 
it may be that the trucks can operate at such lesser 
costs that the railroad would lose money to compete 
with them, which means that it has an opposite effect. 

@. That is true, and sthat.is the problem. 

I ask you then if you think the railways should try 
to pick up as much of the revenue as they can hold. 

A. I have no objection to that. 


Q@. And under the circumstances, where the 
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railways think they can make Something that will 
contribute to the overall expenses through meeting 
competition, you agree that they should be allowed to 
Go -36. 1 would Say definitely yes. 

Q. Now, at the bottom of page 6, Mr. Chown, 
you say that the Board of Transport Commissioners is 
toe only logical Group to study, examine and review 
all freight rate changes, whether or not any Ciiieiad 
complaints have been received. At this particular 
vine I take 1¢ that you are aware of the fact that there 
is an orderin council which provides for a general freight 
rate inquiry and that the Board has; invfact., amitagcea 
that inquiry. 

A. No, I am not aware of that. 

Q. if you had been, I would have asked you what 
Sige. in addition to that inquiry, you: Wad, Snide sn 
would assume from the fact that you did not know there 
Wee such an order in council, that that type of general 
freight inquiry would satisfy you in the circumstances. 

A. I do not know anything about a general freight 
inquiry that you are talking about; but I would assume 
that it would undertake the work I have Suggested. 

Q. That would satisfy your suggestion? 

A. Yes. My suggestion is for 2 convinuine thine, 
But a freight inquiry would be a one-shot effort. 

Q@. Ido not know what you would call it, but the 
Board of Transport Commissioners has continuing 
Supervision over transportation and freight rates, 


pafticularly as far as the railroads are concerned. 
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Q. And they have a body of experts and 
economists, I think, and a bureau of economic 
transportation which Studies - and traffic officers 
and engineers, they have all those things. Were you 
aware OF that fact? 

as Jt imagine they should have, but why should 
we have a special freight inquiry? 

Q. Because certain people thought that there 
Should be a more intense examination or something, 

It could be by name a general freight inquiry. You 
asked for it ard 4¢ is now an the course of being 
held. 

MR. FRAWLEY: Who asked for it? 

MR. O'DONNELL: The provinces asked fOr ats 

MR. FRAWLEY: Oh! OW! oh! 

MR. O'DONNELL: Q, They obtained what they asked 
for, and that now is in the course of being conducted. 
a tL apologize for not knowing about this 

particular inquiry. But I think this Should be part 

and parcel of the show right along, and that these 
facilities should be available to the Board of Transport 
Commissioners continually. But I sti21 do not see why 
we should have to bring in a personal show. 

@. The fact is that the provinces did ask for 
it, a8 i understand it, andthe fact is they have been 
given it. 

MR. SHEPARD: What is the source of his 
information: That the provinces asked for the general 


investigation which is now pending under 1487? 


CX. 
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MR. O'DONNELL: JT will bring the document in 
Miccr, Submit, there is evidence that the provinces, 
as I understand it, asked not only for -a Royal 
Commission but asked for an investigation into rail 
matters; and the Government divided the field of 
eiouary. it ordered the Board of Transport 


Commissioners to conduct a general freight inquiry. 


_that did not possibly meet the entire requirements of 


the provinces, and then they ordered this Royal 
Commission. In any event, the general freight eee 
is now in the course of operation. Does that meet with 
your view of what you think should be done? 

MR. MacPHERSON: In order to keep the record 
Straight, I think the fact is that there was no request 
by the provinces of a Royal Commission until after 
the order in council had been passed providing for a 
general freight rate inquiry. 

MR. O'DONNELL: As to the chronology, I am not 
iiterested. But the fact 26 that there tone general 
freight rate inquiry ordered, and that other INOUE 
is also ordered. 

MR. FRAWLEY: So that the record won't be absent, 
80 far as Alberta’ is coneerned, I would like to say 
that what Mr. MacPherson has said is what I understand 
fo be Che facts, precisely. 

MR. O'DONNELL: Q. I am asking Mr. Chown if this 
Commission should recommend anything more than the 
government has now provided, and his answer to us is 
no, I assume. 
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who does the JOD. but TD thine there should be a 
continuing investigation. 

o. Sibet wis Fine. 7 agree with you there. 

Just one last question; page 7, the Second paragraph, 
you say: 

"If the powers granted to the Board by 

Parliament are insufficient...... iv 
I take it you have not examined the powers of the 
Board and are not in a position to say whether they 
are sufficient or insufficient. 

A. My point is that there Seems to be gome 
confusion in the previous freien fare hearings | a 
tried to pick up a little information for this brief 
as to just exactly how far the Board did go, I have 
not read them. 

Q. You do not suggest they are not sufficient? 
yOu do not iknow. 

ms NO; thay is why I Say whats, 

On -anenk you. Wheat tS ain. 

Mis DLNCLAIR: Oy Me, Chown, you are a member 
of the Winnipeg Board of Trade, are you not? 

Be Gh 

Q. But you know they have a very active 
Organization and are available to assist industry in 
Winnipeg? 

A. JI would imagine so, Yes. 

Q@. You do not have anything to do with them? 

A. I do not personally. But we have men in our 
organization. 


Qs I see. Your traffic men likely belone to it? 
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A. We are one of those little firms which 
do not own traffic men, 

Q. Or the men who look after your traffic? 

A. I do not think so. 

@. You know they have Mr. Walker there, who 
was on the stand yesterday? 
I was not here yesterday. 


But do you know Mr. Walker? 


p> ee 


I do not know him. no. 

@. You have been a very active person in 
appearing before commissions and Groups, have you not? 

A. This is not the first Royal Commission. 

Q. No; and you have been in the Co-operative 
movement for quite a long while? 

As Mat listrient: 

Q. And you are one of the senior OPpicers of 
a certain Co-Operative for quite a few years? 

ie eS 

Q. And you have travelled around and about 
Manitoba for quite abit? 

Ae ShRet Ts (right. 

@. fnd you are pretty well advised as to what 
transportation facilities are available in Manitoba? 


I imagine I know as much as the average 


citizen. 
@. Perhaps a little more. 
A. Well, that may be. I do not know. 
Q. And you are president of the Manitoba 


Co-Operative Wholesale Limited? 
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Q. fAnd it has expanded, has it not? 

A. Somewhat, yes, 

Q. And has it not Substantially increased in 
1948 over 19479 

fiat LORD) De PLEHC. 

Q. By one third? 

A. Hardly that. 

Q. About seven million in 1947 ang about ten 
million now? 
- “at is approximately the figure. 

MR. FRAWLEY: Have you been reading his mail? 

MR. SINCLAIR: Q, Practically all goods sold 
have to be brought into Winnipeg from a considerable 
distance and are re-distributed to various country points. 

Hea inal is correct, 

Q. Do you sell dry goods? 

Wee LO 2 limited amount, yes. 

Q. snd work clothing? 

woe Les. 

Q@. Do you get any of that from England? 

rey OMe VeR mane dues Burge 

Q@. That does not rome in from the East. 

Sr gies raeat B 0s auigoy gyre 

@. Do you ship any of that by truck? 

na Oly Ves a ecod portion. 

Q@. Practically all? 

A. I could not say exactly what proportion, one 
way or the other. 


Q@. Now, Mr. Chown, where are some of the places 


you ship to? Dauphin? 
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Beer LOS. 


Q. Brandon? 

A. Yes, 

Q@. Virden? 

A. Yes. 

Q. Tell me some of the DOINUS you downer Ship to? 

A. That should he quite easy. We only have 
M22 L320 co-operatives, and there are a lot more points 
mia thet. 

Q. Tell me one of those points that is not 
Perved bY a2 truck line. 

m Lf ameeine that practically all points in 
Manitoba are served by truck lines; but I do not think 
that The Pas and Flin Flon are. 

Q. But with a very few exceptions, they are 
served by truck lines? 

EAs: 

Q@. ¢’nd those truck lines, in the major places 
Operate on daily schedules? 

A. Ido not know. I do not think they are ‘all on 
daily schedules by any means. 

Q. Some of them are pretty substantial 
organizations, are they not? 

A. Some of them. 

Q. Take McArthurs, for example. 

a, 1 oe8., 

Q. if Mr. Shepard wants to go on the stand, I 


would be glad to ask him these questions, too. Turn to 
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page 3 of your brief where you Say: 

"Here in the West, where competition ig 

apparently too weak to push down most rates, 

the railroads therefore must retain nearly 

all the business." 

That would apply to quite a pit CHE GEN Ce moving by 
trucks, would it NOU? 

A. Yes. If I might interrupt here: Certainly 
there is a good DOPTION or tne goods which do move out 
by truck. But if you take them jor commodities such as 
Zasoline, the pig percentage of gasoline is moved by 
truck line: in the East, whereas in the West 
a good portion of it is moved by tank cars, 

Q. Take gasoline from Brandon to Winnipeg. How 
does that move? 

ee We Go not bring any from Brandon 

Q@. But how does the gasoline move from the 
distributing places at Brandon and Winnipeg out to the 
country points. 

A. We move some from Brandon by tank truck, 
but the biggest portion of our haul is by railroad 
freight tank car movement. 

Q. So you were really thinking of gasoline in 
that statement. 

A. That is our big volume of business. I will 
admit that even in that field we do move Some by truck; 
but a substantial amount of the stuff we do move goes 


by rail. 
Q. You know, Mr. Chown, that the railways have 


truck competitive rates in Manitoba? 


| ‘ee “a arts tals CE 8 St 
f él yoke oraeeW ale 7 
A .Saeaen rau “rseeb Hake ee of Pilla hints cae 
sit ptadion: Agia wa Teen ‘Gee! oo ag 
\uagntend oat Ein A 
gt Siuivow S2GGea Vo: Vid «4 aizag of wlgae bistow veut? 
“thon #4 Blvew . eHousd 
efiidrssd “cron poareasini Sista Deeb yaad en 
Pee sic dep titer ee tc “Hol Proq ‘Boug Bal ate? 
be tigkke au LY EDCewoN elena enae: oe yz Sod, «i: Sourr ed 
ae Reyven 2) ual Tae te suet nse aid aift ,arlloaan 
Seed att Wt cece eabend sho aby: ‘sibs dowd 


“90 WinetUONe) bol sha ieee trae: Boog 7s 


51 eee is wee bs cing Po coe ole } 
iy si) sls Soar Ww rICha eS JAN fies ait Let Hy) spakest Oe 
- | 


i 


Vevah te79 e9eb 
nol vA snort ee Seed Yor ob aw aA 
Hyo8'| SVOM afibied<s iS PAOD Hee AWE np) 
act Eyih Gis nchaise toepats QeNS EIB Lh 
etx Log itr Agen 
Mouse Sins ed nabs wit? eeeeravein: a 4k ny 
yeig ber yl Pee ea is bx piace: “eantatd afy dud 
itnowevem tly Stay Inpisat 


so 6 ¥ f j 


+ “ nM a es ; or - : r a , 
Mies ! etisinins “Yhigot oi -Wieg ta aM 


Shexledtt Yn digitev wid mio et Gantt =. 
tutt od aie Ger 06 BG isin) Oiatt Gs ‘neve “Tans: toaGs 


(oh sw PUNe ore ly thudnte aed eresividne etd . 
“ft 


af Litas ve! 


oi 


Yo Cows i ants ace oll spor ser a 


a 7 7 a — 7 wy 
Lan a - 


398 Mr. Chown, cr. ex. 


HH 


hap Whats Sle G. 

Q. And you know, at the present time, there is 
a differential existing between truck and rail rates? 

A That. is eilohti. 

Q. In favor of the truck? 

Ew wie, Ie rent. 

@. And that was brought about by action of the 
regulatory body here in Manitoba? 

THE CHAIRMAN: By what? 

MR. SINCLAIR: BY action ofthe regulatory body 
Here inoManitoba. 

the witness: Within the last Veer On sox 

MR. SINCLAIR: Within the last Veal Or so 
The application of the truckers for an increase up to 
the rail rate was reviewed, 

mm That 1s. Gorrect., 

Seu isn't that sor 

A. Yes, that is correct; they did not give them 
as much. 

Q. So there is considerable truck competition 
in this province. 

ie oat eee tt. 

Q. Nowswill you turn to page 4 of your brief? 

THE CHAIRMAN: Are you going to leave the question 
of truck competition? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: JI would like to hear more about 
what is said on page 5, paragraph (d). 

MR. SINCLAIR: I was coming to that; I was go ing to 
mention that to him. 

MR. SINCLAIR: Q. On page 4 of your brief. 

Page 400 follows 
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Q. On page 4 of your brief, under the heading 
"Standardized Accounting,” when you were reading you said, 
"If the newspaper reports can be used as any guide". 

Were you wanting to change that word "a" to "any “>? "or 
was that just a slip? 

A. I don't think it would make much difference which 
way we read it. 

Q. I don't know; I just wondered if there was a 
change intended to be made? 

A. No, I did not intend it that way. 

Q. Now, you knew -- or did you -- that there was a 
considerable uniformity in accounting practices now 
available? 

Be Since 1947? 

Q. From any years; did you know that? 

A. I don't think I follow your question. 

Q. For many years there has been considerable --- 

A. There has been some uniformity, but it is not 
completely uniform. 

Q. I said considerable, not complete. 

a. No, I did not know that. I was just going by 
what I read in the newspapers. There seemed to be many 
differences. 

Q. Well, about other businesses, you say that 
other businesses have standardized accounting practices; 
now, is it not a fact that there are very large differ- 
ences in accounting practices in various businesses? 

ae Well, that,of course, is a very broad subject, 


and my understanding of income tax rulings is, certainly 
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in our own organization and affiliated companies, the 
income tax department makes sure that we fdlow very 
Standard practices, in depreciation rates which seems to be 
a bone of contention. We may use different Systems to get 
to the end, but in the end result it seems to me --- 

Q. It was depreciation you had in mina particularly? 

A. Well, some of these other things. I would not 
like to get into an accounting discussion, because I don't 
understand it very well myself. 

Q. Well, for instance, would you be contented if 
the Canadian Pacific followed the depreciation practices 
that are approved by the government authority? 

Bs Well, I undersfand that the government authori- 
ties have approved their system; they must have if they 
are up against income tax, but apparently those systems 
are so intricate that other people find them difficult to 
understand. 

Q. Then you would not be content with the railways 
adopting what you do in your business; is that it? 

A. Well, I do not say that necessarily what we do 
is right, but at least our company is comparable to other 
like companies doing the same type of thing. 

Q. On page 5 of your brief, paragraph (d): as 
you know, Mr. Chown, in Manitoba you have to make out some 
kind of case to get a licence to operate as a trucker? 

A. Taw 18 Lien: 

Q. Would you suggest that licences be given to 
anybody who went up and paid the fee? 


A No. 
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Q. You would not. Well, wouldn't that increase 
highway competition if You did that? 

A. It probably would, but i might be a short-term 
competition. 

Q. You think that truckers Should operate on schedule, 
and not practise undue preference, I presume; is that what 
you have in mind? 

A. I am not too sure about this whole trucking 
business, but I would think that is reasonable. 

Q. Would you think that untoward truck competition 
would be a bad thing, too much truck competition? 

As Well, it has usually been found in public 
utilities of that kind that there has to be some limitation. 

Q. Well, do you think that a truck line that pro- 
vided regular service at the scale of rates approved by 
the Manitoba Board would be a good thing from the point of 
view of service? 

A. Well, that goes back -- it has been changed now, 
but my opinion in the past was that we did not get com- 
petition here in the west because provincial governments 
set the rates for the trucks the same as the railroads. 
There is a slight differential there now. 

Q. Do you think the cost of service principle 
should be applied to trucking rates? 


a Yes. 
Q. Do you think that they should bear their full 


proportion of the cost of construction and maintenance of 
highways? 
A. I would think so, yes. 
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Q. Do you know the service provided between 
Brandon, Boissevain and Killarney by the Canadian Pacific 
trucks? 

A. I know it is there, Ves. 

Q. Why would you Suggest to the Commission that it 
would be in the best interests of the country not to 
permit railroads into the trucking field? 

ae Well, simply as I have stated in the brief. We 
are told by railroad people that the reason for substantially 
lower rates in the east is the water and truck competition. 
Now, we are not likely to have water competition out here, 
but in spite of the amount of truck competition we have 
to-day we could have possibly a great deal more, and if 
we did have it presumably you would bring in these com- 
petitive rates that you have been speaking of and we would 
all enjoy low rates. 

Q. I thought you agreed with me that there was a 
tremendous amount of truck competition in Manitoba, that 
there was hardly a point where there was not competition? 

Five Agreed that there is lots eye but 
there still could be lots more truck competition. Up 
to to-day the type of truck competition, as I understand 
it just travelling around, is mainly what I think is termed 
package freight, I mean it is mostly small packaged goods, 
whereas in the east I have seen these milk trailers moving 
around and other types of transport like that -- fields 
that are hardly entered into here. 

Q. Well, let us take milk; how much milk do you 


think would come in from the Winnipeg milk-shed by rail? 


A. I have no idea. 
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Q. Would you be surprised if I told you it was a 
very, very small percentage? 

A. I would be. 

Q. It mostly comes by truck, Mr. Chown. 

fae Well, Jjustoas’ a matter of personal information, 
I would think of these huge transports picking up all 
over the country, and huge tank trucks that carry milk, 
and things like that. 

THE CHAIRMAN: Mr. Sinclair, this brief says 
that the railroads have already purchased several truck 
lines in western Canada and so On; thatoisigaefactieis 462 

MR. SINCLAIR: Yes, sir. 

THE CHAIRMAN: And are the rates fixed by the 
Provincial Board? 

MR. SINCLAIR: Where the traffic ig handled, sir, 
from the point of origin to point of «destination by truck, 
the rate is under the jurisdiction of the provincial 
regulatory board. 

THE CHATRMAN: Where does that jurisdiction end, 
talking now within Manitoba? 

MR. SINCLAIR: I would say, sir, that jurisdiction 
would not extend on the movement of goods beyond the 
Province of Manitoba or internationally, nor would it 
apply on goods that were moving part rail and part highway 
on one continuous billing. 

THE CHAIRMAN: Well, is your railway operating 
trucks between points in Manitoba and points outside 


Manitoba? 


MR. SINCLAIR: Yes, we operate from Winnipeg 
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through Brandon to Weyburn, Saskatchewan; that is the only 
one from Manitoba to another province, but farther west we 
operate interprovincially between Alberta and Saskatchewan. 

THE CHAIRMAN: How are the rates governed on that 
interprovincial traffic? 

MR. SINCLAIR: There is no authority over those 
rates, sir. 

THE CHAIRMAN: You Just fix them yourself. 

MR. SINCLAIR: From point of origin to point of 
destination by truck interprovincially,there is no fixing 
of those rates; they are fixed by the trucker. We fix them. 

THE CHAIRMAN: Are they one for all shippers, 
or have you agreements about them? 

MR. SINCLAIR: Well, there is a uniform tariff that 
is published in interprovincial trucking, for the movement 
of household goods right across the three prairie provinces. 
That was done by agreement by the truckers, and it is all 
published, and it is even filed with the boards of the 
three prairie provinces. Our company certainly gives the 
Same rate to every person for the same movement of the same 
g00ds; I cannot speak for others. 

THE CHAIRMAN: It may be well for us to get more 
complete information. You might follow that up, Mr.Covert. 

MR. COVERT: Yes; sir. 

THE CHAIRMAN: All right, thank you. Does any- 
body else wish to question him? 

COMMISSIONER INNIS: I should like to raise one 
question, as to the interest in passenger traffic. tf 


noticed in Mr. McConnell's brief there was some reference 
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at the very end, and in your brief there ig a very great 
emphasis on freight. Does that mean that there are no 
problems in the passenger field? 

A. 1 Go not doubt, doctor, that there te buted did 
not come prepared to submit anything on that. 

THE CHAIRMAN: All right. 

THE WITNESS: Thank VOU, = S225 

MR. COVERT: Mr. Chairman and Commissioners, there 
has been a change in the order; the next brief is that of 
the Co-operative Vegetable Oils Limited. 

MR. SHEPARD: Mr. Chairman, we are introducing at 
this time Mr. D. K. Friesen, who has been Manager and 
Secretary-Treasurer of Co-operative Vegetable Oils Limited. 
Mr. Friesen is from Altona, Manitoba, where his plant is 
Situated, and he would like to get back to-day; that is why 


we are putting him a little bit ahead. 


DAVID K. FRIESEN, called 

MR. SHEPARD: Would you read your brief, Mr. 
Friesen? 

THE WITNESS: Mr. Chairman, we respectfully 
appear before the Royal Commission on Transportation for 
the purpose of informing the Commission how the present 
freight rates adversely affect industries situated in 
Manitoba, especially that of Co-operative Vegetable Oils 
Limited, Altona, Manitoba. 

Our industry was established during the war at 
the instigation of the Federal Government, to provide 


: : mt : 
a source of edible oil in Canada. he war in the far 
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East, and the Shortage of edible Oils in the western 
hemisphere created a Serious problem for the Canadian 
Government. Prior to the war all edible vegetable oils 
were imported from other countries. 

The government's efforts to establish a source 
of edible vegetable oil in Canada resulted in three oilseed 
crops being grown on a commercial stale, One was the 
sunflower crop on the prairies, a second was soy beans in 
Ontario. The industries erected to crush these two 
crops found a ready domestic market for the oil. The 
third crop was rapeseed, grown mainly in Saskatchewan. 
Preroid from this crop was mostly all exported. 

Canada consumes about four hundred million 
pounds of edible oil annually. AS an aid to the war effort 
our farmers, after a hard Struggle, established an industry 
which has in the past crop year produced about nine million 
pounds of the finest edible oil. It has expanded from 
year to year and we hope to double our production in the 
coming crop year. 

Most of the seed is produced within a radius 
of ahundred miles from Altona although some carloads 
have been brought in from Saskatchewan and Alberta. 

Co-op. Vegetable Oils is owned and operated by a group of 
about 1600 farmer shareholders, most of them producers 
of sunflower seed. 

The bulk of our products are shipped to the more 
populated areas in Eastern Canada and to the West Coast. 
Since last October we have been shipping four tank cars 
of oil a week, in addition to about five carloads of meal 


a week. We also produce twenty tons of fuel a day from 
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our waste product. We do not wish to further comment 
on the freight rates of the latter two products. 

eeh, pa" Chairman, with your permission I would 
like to make some Changes in the next paragraph from what 
is in the brief. However, we would like to respectfully 
point out a disparity in freight rates on vegetable oil. 
The railways have published a rate on this ‘oil "or a1 336 
cents per hundred pounds, tank cars, from Altona to the 
following destinations: Toronto and Montreal, and $1.36 
to Vancouver. The freight rate on vegetable oils from 
Vancouver to Toronto is $1.10 per hundred pounds. I would 
like to delete the next sentence. 

We are in a position to Supply Canadian markets 
on a competitive basis with imported Oils, but we feel 
that the rates which we must pay are working a distinct 
hardship on us and, that the lower rates quoted by the 
railways on overland (I mean transcontinental) shipments 
are discriminatory to Manitoba industries. 

May I also emphasize the fact that the traffic 
which we have given the railways would not exist if our 
industry had not been established here. Furthermore, 
unless we are able to compete with other sectins of Canada 
that enjoy a cheaper freight rate, we may have to eut down 
our business as well as the good volume the railways now 
enjoy. 

I do not know whether the Commission is concerned 
with international freight rates, but I would like to 
point out that cottonseed oil, comparable to sunflower seed 
Oil, can be laid into Toronto from Memphis, Tennessee, a 


greater distance from Toronto than Altona, for 89 cents 
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per hundred pounds. 

In conclusion, may I state that we are not 
asking the Commission to settle our particular freient 
rate question, rather, that when the Royal Commission 
on Transportation is preparing its recommendations, that 
consideration be given to the problems which face 
Western industries sich as ours. I would like te 
emphasize that the Commission might recommend that this 
type of situation should be taken care of. 

MR. SHEPARD: Mr. Chairman, I would like to 
ask just one or two questions. 

EXAMINED BY MR. SHEPARD 

Q. Mr. Friesen, I take it that you have prepared 
this brief solely for the purpose of indicating what to 
your own knowledge in your own business is occurring? 

A. GOrrect. 

Q. With reference to the freieht rates, 1c) 42 an 
illustration, let us say, of the éifficulties that a 
local western industry has in starting up and meeting 
the competition that it mustmeet? 

A. Especially outside of larger areas; and, while 
we are in a small village, that situation is possibly 
Sreater than it would be even in the cities. 

Q. And you are not coming before this Commission 
with any profound knowledge of freight-rate structure 
generally; you simply wanted to state your personal 
knowledge of your own situation? 
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CROSS - EXAMI NEB. by MR. FRAWLEY 


Q Mr. Friesen, your problem is with this trans- 
continental competitive tariffe 

A. That is one of our problems. 

Q. And you say that you are in a small place; 
Altona is in Manitoba; well, if you were in Winnipeg you 
would have the same problem? 

A. Yes an thet: particular case; on the ttems that 
I mentioned we would. 

Q. @inean to say. I putes to you that your 
principal burden, your principal problem, is the trans- 
continental freight tariff? 

Hak Yess. 

Q. So that you would have that same problem if 


you were situated in Winnipeg? 


A. Quite. 

Q. You would have the same vroblem if you were in 
Regina? 

A. Yes. 

Q. You would have the same problem if you were in 
Calgary? 

A. Correcc. 

Q. I mean, you know that this transcontinental rate 


is so low that it would affect you as it affects you now, 
only not exactly the same, whether you were in Winnipeg, 
Regina or Calgary; is that right? 

A. Yes. 


Q. Now, have you examined how that rate of $1.10 


GOt into the tariffs? 


As IT know nothing about it, sir. 
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Q. You do not know how long it has been there? 
hee No, 
Q Do you know the name of the tariff in which one 


would find it? 

Pe. No. I do not profess to be an expert or to 
know very much about freight rates. 

Q. And you do not know whether that particular 
tariff is at the moment being subject to further review? 

A. No, I do not know that. 

ae You changed the figure from $1.05 to $1.10, 
and I wondered whether that was because you had looked 
at it recently? 

A. No; I was corrected in that. I got the infor- 
mation from our office, and we in turn get it from the 
local agent, and have sometimes not been quoted the right 
pates: 

Q. But really, Mr. Priesen, you are not ine 
position to discuss that transcontinental tariff very 
completely at all? 

A. No; I do not know anything about it. 


CROSS -EXAMINED BY MR, EVANS 
Q. Would it be fair to say that you have a big 
demand for your product, Mr. Friesen? 
A. At the moment, Wess 
THE CHAIRMAN: What was the question? 
MR. EVANS: The question was, would it be fair 
to say that he had 4 big demand for his products, and 


his answer was yes. 
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THE WITNESS: At the moment, yes. 

MR. EVANS: 9. This is the first time I have 
seen your brief, so forgive me if I am not very clear about 
it, but I gathered from hearing you read it that you have 
in mind a substantial growth in the future? 

A. 128% 

Q. That would be due to a demand that you can see 
now, I suppose, would it. 

A. Veo. 

Q.. Is there as much produced of these vegetable oils 
in the east as there is in the west? Just give me a rough 
idea; I do not know anything about the business. 

A. No, I am not quite certain. It is a different 
oil as produced there, it is a vegetable oil as well, soy 
bean oil, and I think it is about the same volume as ours. 
However, there are also beans imported and crushed there, 
so that we do not have the correct figures on the Canadian 
production. 


Q. Doi youyvexport out of Canada? 


A We have not exported sunflower seed out of Canada. 

Q THENOLLS? 

A. No. 

Q Is there much import in Canada from the United 
States? 

es Yes. 


are Is it that kind of oil that you are speaking of 


that comes in from Memphis? 


A. Similar oil, yes. 


Q It is not quite the same, though, is it? 


oo 


As No. 


oa “ 


7 


yn 
a i 


aero hey Waa yh 

wort 2] cody. seek ein an taaae ap Pen. | 
wee e8e6ho vey ty tienes TE ay en RETO? oe rom 
WSvamimay “ant JI “heen sao denae “onieeee forettag. - 
EST Oe i soe 
este sso teh) neaokh 2 od eeoodd higow (ee a) 
Heit peedyqite Ey 
vasy | dA 
Bie wtcetaasv au oat” Vey er omen toi ae Stans eE «GR 
ocr ty Sarah ow Pin = malt teow (eutt cbeet ad est ene wat ab 
‘gen teerd Gd Sods "gad epee coca cg aay i 

seo aty Seca hkl MECH Od Gt Ip tasty ie Dh eh 
tom  ldew.26 if koe fdatemey SR MP OELS eeaeny ithe: eet ie 2 
' 
aso 22a omic see oe “hari + ah Sl MATS - bre Eto ee 
., Pasi? SEPSIS 2 chums Secon) teres ad Sone cages oro) ae ar 


sete) “th seo te sied hm odieererod | crit aie en 268 “ow goty ode ; 


Ahamts.) fio Flo veges poy ad 

MEHTD YiO cia: bes aM toate aia veteW cA) ] 
Weleo oi? <3 
Lou “ik 


Soo Sort mors? cet Oih erocweh hog emradt AE 


- aes. | 
The set tifeerts, 226. wer ‘che ‘key 10 arin Sond af . Bl. ee 
| vay tly meni’ st cera 
rr jee sass EE” 
CHL tae “gone .outre wre "ad Lat Sones mie: ate pe 


ia 4 - 


- 413 - Mr. Friesen 


Q Are the two competitive? 

A They are competitive in price. 

Q. In price and in quality? 

A And in quality as well. 

Q. And there are the same general purposes of use, 
are there? 

A. Well, they are edible oils; they vary as to 


the uses to which they are being put, but they are edible 


oils. 
Q But you consider them competitors of yours? 
A. ves. 
Q And is it duty-free into Canada at the moment? 
A. some of the oil comes in -- for certain purposes 


it comes in duty-free, and there is a duty for other 
purposes. 
o.. I wonder if you would help me and tell me what 
purposes are duty-free and what --- 
A. Soy bean and cottonseed oil come into Canada at 
10 per cent duty, but soy bean oil] --- 
THE CHAIRMAN: Q. Ten per cent? 
A. ten per cent duty; but soy bean oll comine on 
Por the paint trade or for fish packing, thay 1.3, 1.0: 
sardine canning, I understand, comes in duty-free, and 
there are other variations that I do not know too much about. 
MR. EVANS: Q. You are particularly concerned 
with edible oils, I gather? 
a Yes. 


Q. And when you speak of edible oils you do not 


include the paint? 


A. Well, yes, soy bean oil is used both as an edible 
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Oil and as a paint oil. 
Q. So it is dependent on the use to which it is put? 
A. Quite. 
Q. Whether the duty is imposed or not? 
A. vos* 
Q. What is the biggest use for your edible oil at 


the moment? Is it margarine? 


A. No; well, it is salad Oil, margarine, shortening. 

Q. For those, the oil comes in from the United 
States? 

A. Tes, 

Q. Free? 


4 


A. No; 10 per cent. 

Q. Ten per cent; then you have that advantage over 
the American producer? 

A. dnat is right. 

Q. And I suppose it would be fair to say that the 
advantage of that kind is perhaps of greater importance 
than the difference in the freight rate from Memphis, is it? 

A. No. 

Q. You would not consider that the difference -- 
about 50 cents, is it? That is to say, shipping to Toronto 
and Montreal, the difference is about 50 cents? 

A. In the freight rate? 

Q. Yes; between your shipments here to Toronto on 
the one hand and the shipments from Memphis which you were 
discussing on the other, about 50 cents against you? 

A. That is: TLgnt:. 


0. Now, just as a rough idea what is the value per 


pound or per hundred pounds of your commodity? 
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A. That varies; the market has varied considerably. 
It has varied anywhere from 25 cents to 1] cents in the 
past four or five months, so that I cannot give you --- 

Q. What is a good price for it now? What is it? 

A. About 11 or 12 cents. 

Q. Eleven or twelve cents a pound; and it has gone 
down in the past year, has it? 

A. ToS. 

Q. And has that been due to imports into Canada or 
your greater production? 

A. No, it is a world situation, and vegetable oils 
are practically the only food commodity that has gone down 
to a pre-war level. 

Q. And yet the demand at the moment is high? 

A. Bhe demand is always high in Canada, because 
we do not produce enough edible oil for domestic con- 
sumption. 

Q. Thank you very much. 

MR. O'DONNELL: I have no questions. 

MR.THE CHAIRMAN: Mr. Covert, is there anything 
you have to ask? 

MA. COVERT: No, Br. Cnatrman: 

THE CHAIRMAN: All right, thank you very much. 


MR. COVERT: The next submission is that of the 


Canadian Co-operative Implements Limited. 


JOHN B. BROWN, called 
MR. SHEPARD: Mr. Chairman, this is Mr. John 


B. Brown, who is the President of the © inadian Co-operative 


Implements Limited. 
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THE WITNESS: Mr. Chairman and Commissioners: 

I should like to draw to the attention of this Commission 
une? fact that. 1 appear before it not as the head of a 
machine company engaged in the selling of farm machinery, 
but as the democratically elected head of a company set 
up, owned and controlled by fifty thousand western farmers 
for the purpose of enabling them to purchase their farm 
machinery co-operatively. 

This is mentioned to make clear the difference 
im che position of this company to that of all joint stock 
agricultural machinery companies in the matter of freight 
charges. Freight charges, and increases in those charges, 
are of little concern to farm machine companies. They 
Just pass them on to their farmer customers. 

The customers of The Canadian Co-operative 
Implements Limited are also its owners. After all 
costs of operation of the company are met, including of 
course freight charges, the net savings are returned 
to the customers in the form of patronage dividends. 

So, as the agent of its customers this company absorbs 
all freight charges. They cannot be passed on. 

Before dealing specifically with farm machinery 
freight rates, I should like to express a few general 
Opinions on the incidence of freight charges on the 
West in general and on the Western farmer in particular. 

It is, I am sure, unnecessary to emphasize 
here the great importance of freight rates to the Western 
Because of the distance from the market the 


farmer. 


charges must at best constitute a great burden to him. 
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There can be few places anywhere where people are so 
conscious of freight charges as in Western Canada. Ask 
any farmer the question "what is your freight rate?" and 
he will tell you at once. Hig "freight rate is the rate 
on grain from his point to the terminal. He knows what he 
pays on the cattle he ships and the machinery he buys. 

Speaking as a farmer and as a representative of 
farmers, I would say that the Western farmer does not look 
for any special concession or advantage in the matter of 
freight charges. While willing to accept his full share 
of the responsibility for the maintenance of our 
transportation systems, he is not prepared to agree that 
he should be required to do more than this. He has always 
felt that he has been called upon to carry more than his 
feir share: of this load. He feels too that in the event 
of any further increase in freight rates his load will 
become proportionately still heavier because of the lack 
of competition in hauling] 

Until recently all this was little more than a 
feeling. No one took the trouble to dig out the facts. 

But when the railroads made application in 
1946 for a 30 per dent increase in freight rates it was 
soon demonstrated at the hearings of the Board of 
Transport Commissioners which followed, that there 
existed sound grounds for the feeling. 

Mr. R. E. Moffat, representing the Province of 
Manitoba, was able to prove that the Western average freight 
rates were 14 per cent above the Eastern average freight 


rates. This despite it being obvious to any layman that 
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construction and maintenance costs should be markedly lower 
in the West. 

tne pugiding of the toe Rk transcontinental rail- 
road was a most significant event in the 13fe°or this 
Dominion. AS a result of the lack of faith in the 
economic possibilities of the prairies, except in the 
minds of relatively few, it became necessary for the 
government of Canada, in order that the road might be 
completed, to hand over to the C.P.R. some twenty-five 
noition cdcllars in cash, twenty-five million acres of 
land, and thirty-five million dollars in constructed 
Par ilroad.:. 

The history of the West and of the C.P.R. has 
demonstrated that this lack of faith was ill-founded. 
The profits of the C.P.R. later demonstrated that there 
was no necessity, other than to bolster the courage of the 
investors in its stock, for any such vast assistance 
on the part of the Dominion Government. 

Western Canada is a land of sharp contrasts. 
It enjoys great natural advantages but also labors under 
profound disadvantages. Among its advantages is the 
possession of a huge area of fertile and easily worked 
soil. The lure of free land has attracted the most 
energetic and courageous of the peoples of Europe and 
other parts of this continent. The ownership and working 
of their own freeholds, the isolation of their lives, 
the stimulating effect of the climate, have all combined 


to enhance their inherent energy, courage and resource- 


fulness. 
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It has required all of this to overcome the 
great disadvantages under which the West has labored. 

The short summers, the scanty rainfall, the various 
insects and other pests and hazards, the long and bitter 
winters, plus the great distance from the world's markets, 
constitute handicaps that eliminated the weaklings amongst 
the settlers. 

The foregoing constitute the main advantages 
enjoyed and disadvantages suffered by the Western farmer, 
with one important excep uron. This’ exception is the 
advantage of possessing a level terrain, which made pos- 
Sible very low costs of construction and maintenance of 
railroads. This should have resulted in transportation 
rates which conformed to the actual costs and the en- 
joyment by the people of the West of an advantage they 
could ill-afford to forego. 


But with transportation rates determined by 


competition and the railroads occupying a quasi monopolistic 


position in the West as the result of lack of competition, 
the net result has been that the West, over the years, has 
constituted the main source of railroad profits. 

No one disputes the necessity for the railroads 
making ends meet and providing a fair return to their 
Shareholders, but it is submitted that the provision of 
these requirements should fall equitably on the people of 
Canada. 

The first transcontinental railroad was built 


to serve two purposes. First, to hold the Dominion 


together and second, to make profits for its owners. BR 
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has succeeded in both purposes, but greater success a 
would have been achieved in the development of the feeling 
of national consciousness and the sense of unity which is 
so needful for Canada yet so difficult to attain in a 
country of such sharply separated economic areas and re- 
sultant interests, if the rankling sense of injustice 

in the incidence of freight charges had not persisted in 
the mind of the Western farmer. The providing of a 
protected market for Eastern manufacturers and the provision 
of railroad revenues out of proportion to the cost of the 
service, has made him feel that the East regards the West 
as an economic hinterland. 

Now with particular regard to freight charges 
on agricultural machinery. Agricultural machinery has 
always enyoyed a special rate from the East to Winnipeg. 
From Winnipeg West the charges have been based on sixth 
class rate. In November last year the railroads made 
application to the Board of Transport Commissioners for 
the cancellation of this special machinery rate. The 
Board approved the application, but later suspended it. 

We are advised that this matter will be further considered 
by the Transport Commissioners next September. 

As already pointed out, the special agricultural 
machinery rate extends only as far as Winnipeg. This 
rate was established in 1922 and, it can be assumed that 
the railroads found the rate profitable enough because 
never, until the application of last November, did they 
attempt to have it cancelled. It is significant in 
this connection to note that bar steel, the chief com- 


ponent of agricultural machinery, has always been carried 
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from the East to the West at virtually the same rate as 
that on farm machinery. The railroads are apparently ; 
Satisfied with this rate as no application for any change 
has yet been made. It should be noted in this connection, 
however, that bar steel lends itself readily to lake 
transportation and the all-rail rate conforms to this 
competitive rail-lake charges. 

Another point worth mentioning is that, under 
the Crows Nest Pass Agreement, prior to 1922, farm 
implements enjoyed a still more preferred rate. The 
increase from this rate to the rate in effect following 
1922 amounted in the case of eertain implements to as 
much as 40 per cent. 

It is submitted that the railroads should be 
required to show justification for the change in rate 
classification on farm machinery West of Winnipeg. In 
view of the fact that the cost per ton-mile is reduced 
ae sGhe jeneth..of the haul as increased ,.1itols dit: 
to conceive of any logical explanation for the discrimin- 
ation against the Saskatchewan and Alberta farmers that 
is involved in this practice. 

For your further information in this matter, 

a table showing the old rates, the present rates and 
the rates which would obtain if the present applications 


of the railroads were granted, is appended to this 


submission. 


It can be seen from this table of rates that if 
the special rate on farm machinery were cancelled, and 
if the present application of the railroads for a 20 per 


cent increase were allowed, the increase in freight 
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charges on farm machinery over the rates in effect 
April 1948 would amount to 77.45 per cent on the haul 
to Winnipeg and 45.2 per cent on the haul west of 
Winnipeg. 

In this connection it should be borne in mind 
that as the result of the great increase in farm mechania- 
ation, and particularly as the result of the passing of the 
flesh and blood horse and the introduction of the iron 
horse, a very substantial increase in the volume of 
rail traffic in farm machinery will permanently be main- 
tained. Further too, with the motive power supplied by 
gasoline instead of oats, both the gasoline and the oats 
will require to be hauled, thereby adding to the volume 
Of rail traffic. 

Some substantiation of all this can be found 
in the increase in sales of farm machinery in Western 
Canada during recent years. In 1948, for example, sales 
of farm machinery amounted to twice the physical volume of 
the 1920's. 

The Western farmer is relatively prosperous 
to-day. He could conceivably stand higher freight rates. 
But for how long? In the past he has sold his produce 
for years on end for less than the cost of production. 

He may do so again. In any case, he will not much longer 
enjoy the combination of good crops and good prices 

which he has in recent years enjoyed. In bad years, as in 
good years, the goods must be hauled and the railroads 
secure their steady return. 

To sum up, the West deserves (a) by virtue of the 


great natural advantage of level terrain, and (b) by 
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virtue of the importance of a prosperous agriculture 

to all of Canada, the lowest rates consonant with good 
railroad service and fair compensation for that service. 
Anything less will exacerbate the feeling of resentment 
felt in the West and will tend to widen the gulf between 
us and the East. It is respectfully Suggested that 

a great good can be done for Canada in the removal of 


any injustices in the matter of Western freight rates. 


Rates in 
effect if 
Special rate 
cancelled 
Agriculturel Rates now and if pre- 
Machinery rates an sent appli- 
prior to April effect cation of 
railroads 
1948 for 20% in- 
crease 
granted 
Brantford-Winnipeg $ .825 per 100 lbs. $1.00 per 100 $1.46 per 
LoS. 100 
lbs. 
Brantford-Saskatoon 1.395 : 1.69 q Seg 
Brantford-Edmonton 1.635 ‘ 1.98 0 aeae ” 
EXAMINED BY MR. SHEPARD 
Q. Mr. Brown, I think it would be fair to say 


that your brief is divided roughly into two parts; the 
first thre and a half pages down to the beginning of 

the second paragraph on page 4 includes a few general 
Opinions, and then you deal more specifically with the 
matter of farm machinery rates, agricultural machinery 
eee I presume, Mr. Brown, that your general opinions 
are based on your own experience, first as a farmer for 

a good many years in rural Manitoba, and more recently 


as a business man, with the contacts that you have made 


in that business: 
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A. Correct. 

Q. And you are not holding yourself out as a technical 
expert on the solution of Canada's railway problem? 

A. Not at all. 

Q. But you have some more direct personal knowledge 
on this matter of what has gone on and what is going on 
with reference to rates on agricultural machinery? 

A. Ves 


QQ. Pthink that we 3511. 


CROSS-EXAMINED BY MR. FRAWLEY 
Q. Mr. Brown, will you tell me something about your 
company; you are a wholesale company, are you? 
Pers We are both a manufacturing and a distribution 
company. 
Q. And you distribute through outlets all through 


the prairie provinces? 


a Yes. 

Q. How many outlets would you have in Alberta? 
Bes Approximately 200. 

Q. Those are retail outlets? 

Als They are order-taking sources. We distribute 


our machinery direct to our members. We have through the 
prairie provinces order-takers who are local co-operative 


societies and elevator agents. 


Q. I see you have not any warehouses? 
A. None, except five warehouses located in the five 
main cities in western Canada -- here, Calgary, Fdmonton, 


Regina and Saskatoon. 


Q. And you say you do some manufacturing? 


A. We do quite a bit of manufacturing here in 


= + 
AURBAE oh. ~ = 
{ie 
“ : 
’ ws . 


sey 
ro Slip Tears Geren Ar Reet aan aie Ba 7 ee 


“, = ae szour bee rel sR ep ot? tt - : dy : > i. 
arhden, aes fs ee aR on Ga Ao eee 
Ses Ye ei 


Bees pau ALG 4 Se” What le gama gi ge oe oe Nae bate pe elon So > 
i sesorl weelaye oe vee oe: VNC are ae Dy SSP Cs ee « nay 


ee we fem ’ - li. Boge eae betthe oe, a , ermal oF Lee Spr es hd 
foe soe oh Kel Bee i> Sea ea SO See eee 


SU ane i geisn og Sores are ee 


~ Ad 2 

ae | 

' e See < <a Zz 
ite ee ee gas ES oe 


bE pe) v * . 4 fon my hes r F ee 
EIGw ee ; Pha eevee sel es Dene i Das Sony fy: eee: -G 
Pe. re t Cora 
Ae fe Bie: i: nee cr 
Lis ¥ oe es Penety Sy ‘ Wits retoy 


ete pen. Kye eh oe Th oe a ‘3 ms roe “eg e % 
hire Cie eayy et) PANE, a Re ic iee 


ae AS 


eee eto : . 5 , ; 
eigen me Pere caucuses! aoa est once oe a eee Oe “Dp ‘ 
by eng Pee Aaa showy ae +! J rae ee ces 3) LPC! EY oa er 2 eee A. gage eo ra ui 
a Tae ae es SEES a Par 
2 i aa a a ake | gene iH 


aay eI : Soyo een or bh 
es “ 

“3a 

Ory x ta ESR ES F, ze nag eee yeiy ees vey veg soit #3 os, 7 a peer " 


ee a ae abe : olan ; Behl at site ahsu Deceit ae De ee tere g von F 
UF TEE sont of Diet tet aa Fe eentagie eee 


es Rs ah a Med eee GS LR RO eC ert cal yr meen grr TSS (og Cs a See pes wien te ae iran 
ei, u Megha: a (Gisvel  iyehe ss. Re TS Talay Rr roe eis, 
1 oe ae ee ae Oe ke gee >. iy) wa Pad 
a BiG eta (Pas. dren a tie fay 
Oa rue . ie, af - +x , “ a Ls 
eis) Oe yan gipr Ga TF ase 
a “s te “4 CG 
ay 4 . oa = a Ce BP CRC nats BE pare eet ee. eee P r 
ek aes CORAL, NS RED GoM EO i 
een eke emesis iy Socal 3 Byer ag Sem * ri beet 5 
at 37 ay Ott x elu et ee sb ietieaakilese M Ree Ng oan hie NES eT 
: é Resse 2 Pema) - a aN iy ee ap 
; : 
4 
" Sisk aught ner mys 
Mearewee sé Sai. genes 
mee SS ieeaa ns Adon carey hr) i . ra a 
r Pier Gog te ee ral Sa eet tet Ss . ee Ha Aye) << 
me Ss oH OV View Oy WEA ie © 
; , 
gus is Jeet oh com ng it in rs t r 
anki & ma aes . SPH ex o) » Be >, at ai o 
Sei TGF Eat ee ea cH agi ee 
® 
: ine 


\ - 425 - Mr. Brown 


the City of Winnipeg. 


Q. oes OnLy Ary Winnipeg that you manufacture, is it 
A. Yes. 
Q. What percentage of your total yearly business would 


be your own manufacture? 


A. About a third. 


Q. About a third; the balance you purchase? 

A. From Ontario. 

Q. Do you deal in any American machinery? 

A. Not at all. 

Q. You sellno machinery which is made in the United 
States? 

A. No. 


You sell some tractors to your members, do you? 


Tractors are manufactured in Canada. 


Brantford. 


Q 

A 

Q. At what place? 
A 

Q And how long have they been manufectured, Mr. Brown? 
A 


About eighteen months. 


Q. You have been in business longer than eighteen 
months? 

A. Yes, more than four years. 

Q. Before that where did your tractors come from? 

As All the tractors have always come from the United 


States, with the exception of the tractors that are now 
manufactured by the Cockshutt Company at Brantford. 


Q. But you still do not bring in any tractors from 


the United States? 


A. No. 


Q So then you are not conceined really, Mr. Brown, ! 
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with the make-up of the rate on farm machinery from the 
United States factories moving into Western Canada? 

A. Yes; we are not as a company, but as a repre- 
sentative of the farmers, we are. 

Q. Now, will you just in a word explain the make-up 
of that rate on Say a tractor moving from Rock Island, 
Illinois, to Saskatoon? 

A. As I understand it that tractor when it crosses 
the border comes under the sixth class rate. 

THE CHAIRMAN: Q. It comes under what? 

A. The sixth class rate. 

MR. FRAWLEY: Q. I just want to understand what 
you mean by the sixth class rate. I understand that is 
what is called under the Railway Act the standard mileage 
class rates? 

Ras I am not sufficiently familiar with the Act to know 
that. 

Q. Do you know it is the highest rate in the book? 
I mean, it is sixth class of the maximum rates -- put it 
that way? 

A. Theat 28. riehne. 

Q. That-is-rignt, -28n't-262 

A. Yen. 

Q. Have you ever had occasiol. to discuss with the 
railways the necessity or the reason for that obstacle that 
the American machinery has to meet at the border? 


A. No. 


Q. Well, of course, not selling any you are perhaps 


not very much interested. 
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A. In exporting, in shipping the machines that are 
manufactured here at Winnipeg to our branches or members in 
Saskatchewan and in Alberta, we do not altogether like the 
idea of paying the full sixth class rate on those machines, 
where we bring other machines from Ontario at the special 
agricultural machinery rate. 

Q. Just one other question: there is no duty on farm 
machinery coming in from the United States? 

A. Not for the last five years, to the best of my 
knowledge. 

Q. Five years? 

A. About five years, I think; before that time there 
was duty. 

Q. So that so far as Canada's fiscal policy is con- 
cerned, the western Canadian farmer is as free to buy his 
machines manufa° tured in the United States as manufactured 
in Canada? 

Ye inavw 28 correcs... 

THE CHAIRMAN: Anybody else? 
MR. O'DONNELL: Merely one question, Mr. Chairman. 


CROSS-EXAMINED BY MR. O'DONNELL 
Q. On page 2 of your brief, Mr. Brown, there is a 


sentence reading as follows: 


"Mr, R. E. Moffatt, representing the Province 
of Manitoba, was able to prove that the Western 
average freight rates were 14 per cent above the 
Eastern average freight rates." 
I take it that is something which somebody told you; I mean, 


you personally have no knowedge as to what Mr. Moffat was 
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able to prove or what he contended or what he thought he 
could prove or anything else? 
A. No one told me that; I read it in the report 


prepared by the Government of Manitoba. 


Q. Oh, I see; and that is the source of your informa- 
tion? 

A. fy ie ae 

Q. Did the report of the Government of Manitoba also 


point out to you that the railways very seriously contested 
Mr. Moffat's contentions? 
fe. No; no one ever told me they disproved it, anyway. 
‘"y Q. they, I take it, though,mentioned that the Board 
of Transport Commissioners in the first instance found that 
the rates should be increased right across the board at 21 
per cent, despite Mr. Moffatt's contention. 
MR. FRAWLEY: Under review. 
MR. O'DONNELL: Yes, under review, that is true. 
Q. And I take it likewise that you know nothing about 
the method Mr. Moffatt used in support of his contention? 
A. No. 
Q. Thank you, Mr. Brown. 


MR. SINCLAIR: Just two questions, Mr. Chairman. 


CROSS-EXAMINED BY MR. SINCLAIR 
Q On page 4 of your brief: 
"Now with particular regard to freight charges 
on agricultural machinery. Agricultural machinery has 
always enjoyed a special rate from the East to Winnipeg. 


From Winn peg West the charges have been based on 


sixth class rate.’ 
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Now, shouldn't that read "sixth class rate, distributing 
rate"? That is 15 per cent below the class rate. 
A. LG.meays ql soould not say: 
THE CHAIRMAN: What do you call it, Mr. Sinclair? 
MR. SINCLAIR: The distributing rate. 
THE CHAIRMAN: You call it a sixth class distri- 
buting? 
MR. SINCLAIR: Yes. 
Q. And that same basis applies from all distributing 
Points on the prairies; that is right? 
A. Yoo. 
Q. Now, just one more question. You say at the 
beginning of the next paragraph: 
"A special agricultural machinery rate extends 
only as far as Winnipeg." 


Now, I put on the record a statement concerning that this 


morning -- I don't know whether you were here, but the facts 
are -- possibly you did not know it; no doubt you did not, 
or you would not have put this in here -- that that special 


rate applies to all points from the area from which this 
machinery is shipped, for instance, Brandon, Souris, Regina, 
Mosse Jaw, Weyburn, Swift Current, Medicine Hat, Calgary, 
Lethbridge, Red Deer, etc.? 

ae I do not quite follow you. 

Q. Now, the special rate on agricultural machinery 
from Eastern Canada -- those points IT have just mentioned -- 
you are thinking of bringing it to Winnipeg and then dis- 
eriputing it; is that it, or are you shipping it direct 


from the East to these points? 
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A. We bring quite a Substantial volume of machinery 
from Eastern Canada and place it in Winnipeg, Saskatooms; 
Regina, Cal ary and Edmonton. We also ship out of Winnipeg 
a considerable volume of our own manufactures to those various 
distribution points, and the difference in the rate from 
Winnipeg through Saskatoon is precisely the same as the 
difference between the rate Brantford-Winnipeg and the rate 
Brantford-Saskatoon. If you will look at a table we have 
here at the back of the brief, the Brantford-Winnipeg old rate 
was 82 1/2 cents per hundred, and the rate to Saskatoon was 
$1.395 per hundred. At the present time the rate is $1.00 
a hundred and $1.69 to Saskatoon -- $1.00 a hundred to 
Winnipeg, $1.69 to Saskatoon. We gave precisely 69 per 
cent on the goods that we Ship out of Winnipeg to Saskatoon 
of our own manufacture. 

Q. Well, Mr. Brown, Brantford is in this blanket, so 
it does not matter if it comes anywhere in that Shipping area, 
so let us take from Brantford to Regina --- 

THE CHAIRMAN: Pardon me, Mr. Sinclair; you are 
talking now of shipments without redistribution at Winnipeg? © 
MR. SINCLAIR: Yes. He said that there was a 
difference. When he subtracted it it came to exactly the 
same. 
THE CHAIRMAN: I thought the witness was talking of 
machinery which his company brought to Winnipeg and then 


distributed on; is that right? 
MR. SINCLAIR: Oh, there is a difference then, sir. 


THE CHAIRMAN: That is what I thought Mr. Brown 


said. 
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MR. SINCLAIR: That is what I thought he said, 
but he said no, that is not what he meant. 
THE CHAIRMAN: Q. That is not what you meant? 
A. What I am pointing out --- 
Q. Well, is this not the fact, that some of your 
machinery is manufactured here in Winnipeg? 
A. That is correct. 
Q. Then shipped on? 
A. 2s 
Q. Tvo-thirds of it, though, you bring from Eastern 
Canada here and then ship it on from here? 
ae No; two-thirds of it we bring from Eastern Canada 
to Winnipeg and directly through to Saskatoon, Regina, 
Calgary and Edmonton. 
Q. Well there is no redistribution takes place here? 
A. No, none. I was pointing out in answer to Mr. 
Sinclair that the amount we pay on the machines shipped 
into Winnipeg from Brantford as against the amount we pay 
on machinery coming from Branfford to Saskatoon is precisely 
the same as the rate that we pay from Winnipeg to Saskatoon 
of our own manufacture, so that I would assure him that the 
sixth class distribution rate is in effect west of Winnipeg; 
MR. SINCLAIR: Q@. Well, Mr. Brown, all I can 
say is, take it from the tariff and read that the. rate from 
Brantford applies, the special machinery rate applies, 
to all these points in western Canada -- to them all -- 
and that it is considerably below the sixth class rate. 
For instance, the rate from any place in the territory, 
manufacturing territory, to Regina, $1.55; sixth class, 


$1.66; Calgary, $2.01; sixth class, $2.17. There was 
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another one, you said -- Edmonton, $1.98; sixth class, 
EES ae ae 

COMMISSIONER INNIS: Q. Mr. Brown, you say at 
the top of page 5: 

"The increase from this vee to the rate in 
effect following 1922 amounted in the case of certain 
implements to as much as 40%." 

Could you specify what implements were charged the higher 
rate? 

A. Here, Dr. Innis, is the report of the Special 
Select Committee of the Legislature of Saskatchewan on farm 
implement distribution, a report submitted to the legislature 
gir March of 1939. 

Q. That is what we are basing this on? 

ie Quoting from that report: 

"While the Crows Nest Pass agreement was in force, 
farm implements were included as a commodity securing 
Special freignt rates. During the war the Crows Nest 
Pass agreement was suspended in its operations, and 
as a result of this and of legislation by the Dominion 
Parliament in 1922, farm implements no longer secured 
rie prererred rave. As a result there has been a 
substantial rise in freight costs. To illustrate, 
in 1913 it cost $17.80 to move a binder from the 
manufacturing centres of Ontario to Regina. In 1939 


it cost $25.42, or an increase of 43 per cent in the 


form of freight costs." 


(Page 427 follows) 
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THE CHAIRMAN: Q. What year is that? 


A This is March Of A035, 
Q 1939? 
A Yes. 


COMMISSIONER INNIS: @. That is to say, you have 
not in mind certain implements? This applies to implements 
Senerally? 

A That is correct. 

Q I think your phrasing/a dy ee misleading in 
that you seem to indicate you are Singling out certain farm 
implements. | 

A In this report they do single out the binder, 

Q Is the binder the most conspicuous case? 

A he ats not that it is the most CONnspLCUucis. Tt te 
the only one that they happen to quote, and they quote it 
at 42, 

THE CHAIRMAN: What is next? 

MR. COVERT: The next one is the Manitoba Dairy 
and Poultry Co-Operative Limited. 

MR. SHEPARD: Mr, Chairman, before introducing 
Mr. Goodman to the Commission, I might point out that the 
brief which he has filed ig four pages in length plus a 
number of attachments to the brief. I do not know we 
whether it would be preferable to have the attachments 
filed with the Commission as exhibits. It probably would 
be preferable not to have them read in detail. 

THE CHAIRMAN: Yes. 

MR. SHEPARD: The brief is to be presented on 
behalf of the Manitoba Dairy and Poultry Co-Operative 


Limited by Mr. F. J. Goodman, the general manager. 
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F. J. GOODMAN, Called 
ee, Valle 


THE WITNESS: 
INTRODUCTION: 

The Manitoba Dairy & Poultry Co-operative Itd,, ia 4 
Co-operative marketing organization, owned and controlled 
by approximately 35,000 members in the Province of Manitoba. 
Hos Tunction 1s to -SSemble, grade, process and sell 
dairy products, €€68, and poultry on behalf of its members, 

Our purpose in presenting this brief is to acquaint 
the members of this Royal Commission of the part agricul- 
ture plays in the whole eccnomy of this country and to 
request that, in your findings a recommendation will be 
made that the products of agriculture will be given a 
classification for transportation which will enccurage 
and Aeiebein our egricultural industry on a sound basis. 

The estimated agricultural production in the Dominion 
of Canada for 1948, amounts to $2 1750 000 SOOO Ae We 
believe the major portion of this production was trans- 
ported on the railways and the revenue from the transporta- 
tion of these agricultural products constitutes 4 large 
percentage of the transportation revenue rece ved) ' Gbn 
the Province of Manitoba, the agricultural production for 
the year 1948 is estimated at $329,925,000. In view of 
the above amounts which represent farm production, we 
would ask you to bear in mind the return transportation 
required in maintaining the needs of these producers, such 
aS supplies, machinery, and other items necessary to their 


welfare in order that they might continue in the production 


of agricultural products. 
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A large Quantity of these Manitoba agricultural prod- 
ucts is exported either to Eastern Canada or other world 
markets so that the prices received by the producers are 
determined by world market prices, less the various 
freight charges which are incurred byt- 


Cay) the original shipments from the producer to 
the assembly or manufacturing point. 


(b) Freight from the assembly or manufacturing 
point to the seaboard. 


(c) Freight on incoming supplies to the farmers. 


(d) Freight on incoming supplies to the assembly 
or manufacturing point. 


We wish to bring to your attention that farm products, 
particularly eggs, are Subject to freight hauls which incur 
perce or four freieht charges before they are ultimately 
delivered to the scaboard or for consumption in the 
deficiency areas which lie principally in Eastern Canada. 
NATURE OF INDUSTRY: 

The production of dairy and poultry products in this 
province is a secondary agricultural enterprise, Lp pro- 
duces a low return per unit relative to the amount OL 
labour and expense involved; extra hours of labour and care 
in handling ere involved in the case of most farmers. For 
these reasons, production reacts quickly against anything 
which tends to reduce the small margins which are allowed 
the producer. This is particularly true of dairy products 
Such as butter. Butter production has fdecreased steadily 
for the past four years, largely because rising labour and 
feed costs have narrowed the producer's margin to the 
point where it is questionable if one exists. Production 
has gone down in spite cf an unprecedented domestic 


demand. It i- very noticeable that every time an increase 
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in production costs is announced there ig an immediate 
reaction against it, and more fanmers discontinue the 
production of dairy products. This also applies to eggs and 
poultry in a lesser degree, 

An increase in freight and express rates would 
undoubtedly raise production costs in these lines. We con- 
tend, that to the extent these cost increases cannot be 
passed along, they will have the effect of curtailing 
production of food products. 

NATURAL DISADVANTAGES: 

The markets for most of Manitoba's surplus dairy and 
poultry products are in eastern Canada and, by reason of 
distance and consequently of higher freight charges, our 
producers are under the handicap common to all western farm- 
ers, that of competing with eastern producers who are close 
to their mankets. This is a natural disadvantage. There 
is, however, a further disadvantage which aggravates our 
competitive position and that is the lower rates paid by 
eastern producers for freight carried an equal distance in 
Eastern Canada. It is obvious then, that any further 
Jnerease in freight rates will impose an additional handi- 
cap on Manitoba producers. 

It is our contention that, if the dairy and poultry 
industry is to continue to flourish ana Supply the demand, 
it cannot be asked to assume greater costs and lower 
returns. The industry is operating on low returns now and 


any further reduction would have the effect of driving more 


people from the industry. 


Page 432 follows. 
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BOARD REPRESENTATION IN RACH PROVINCE: 
4. During the past year the following submissions 
were made to the Canadian Preight Association: 
(a) On June 17, 1948, the request for a 
reduced freight rate on butter shipments 
was submitted to the Canadian Freient 
Association for consideration, and, at the 
Same time the Board of Transport Commissioners 
was made acquainted with the request. (Copy 
of the petition together with ‘the reply from 
the Secretary of the Board is attached hereto). 
The Canadian Freight Association turned down the above 
request and no further action has been taken to our 
knowledge by the Board of Transport Commissioners. 
(b) In January, 1949, the Western Canada 
Produce Association submitted a petition for 
an adjustment in freight rates in connection 
with "Processing-in-Transit" arrangements on 
frozen eggs. (Copy of submission is appended 
hereto). 
This request was also refused by the Canadian Freight 
Association. (A copy of their letter, dated May 14, 


1949, is appended hereto). 
the special rates in effect on the transportavion 


of eggs were discontinued in April of 1948, and the 
rates on shipments of eggs from producers to grading 
stations were increased to the regular tariff rates. 
(Schedule of old and new rates are attached). We 
understand that the Board of Transport Commissioners do 


not have control over the incfease in the special agreed 
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rates to the regular tariff rates. We would recommend 
therefore, that: 

(a) The shipper obtain ample notice of 

proposed adjustments so that he might make 

any representations considered necessary. 

(b) The approval of the Board of Transport 

Commissioners must be received before any 

increase in the agreed rates is put into 

effect by the Railway Companies. 
It is our understanding that the Canadian Freight 
Association is composed of railway representatives, who 
naturally would first consider the position of the 
railways. We believe that the average layman or business 
man feels that he is not privileged to present his 
problems to the Board of Transport Commissioners. 
Therefore, we would recommend that the Board of 
Transport Commissioners establish an office, with 
adequate personnel, in each province, to whom the 
public could make a direct request for adjustments on 
freight rates when necessary. This would keep the 
Board of Transport Commissioners informed of the effect 
of freight rates on the economy of the country and would 
also be the means whereby the Board could obtain a more 
thopough understanding of public opinion. 
CLASSIFICATION OF FREIGHT RATES ON COMMODIBIES: 
No. 5. We believe that the rates, as presently charged 
for the transportation of butter, eggs, and poultry, 
are in excess of the requirements of the railways; e.g. 
a car of salt, weighing 37,000 pounds was shipped from 
Windsor, Ontario, to Dauphin, Ontario, at a rate of 77 


cents per 100 pounds, based on Lake and Rail rate; the 
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Same car based on rail rate only would be 86 cents 

per 100 pounds. A car of butter from Dauphin, Manitoba, 
to Windsor, Manitoba, would command a freight rate of 
$2.54 per 100 pounds. 

It is difficult to understand why the hauling 
cost in the one instance is so much greater, as the 
cost of moving this freight per mile must be the same 
in both instances. We are quite sure that there are 
many Similar cases, particularly inthe movement of 
freight from Eastern Canada in comparison with the 
movement of freight from Western Canada. 

Wé would like to recommend, therefore, that before 
any general freight increases are allowed, the Board of 
Transport Commissioners verify that rates are uniform 
in the various sections of the country and, that the 
rates on those commodities enjoying special freight 
agreements be adjusted on the basis of the cost of 
hauling which, no doubt, has been computed by the 
railway companies. 

GENERAL REMARKS: 

6. If Manitoba and Western Canada are to progress and 
maintain a satisfactory agricultural production it is 
necessary to encourage, not to penalize, the production 
of primary products. A reduction of the producer's 
returns will curtail production still more. Good farming 
practices demand that over large areas in the West and 
in Manitoba soil conservation is essential. History has 
shown that diversification is necessary over all 


agricultural areas. Therefore, every consideration 
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Should be given to encourage our basic industry- 
agriculture. We feel that the freight rates on 
agricultural commodities Should be so classified that 
the railways will derive their minimum requirements 
for freight transportation. 

Respectfully Submitted, 


MANITOBA DAIRY & POULTRY CO-OPERATIVE LTD. 


THE MANITOBA DAIRY ASSOCIATION 

143 Legislative Building, 
Winnipeg, Manitoba, 
June 17, 19043 

Wee rns ob Lynn, 

Agent, 

Canadian Freight Association, 

Winnipeg, Manitoba. 

Dear Mr. Flynn: 

The butter situation in Western Canada has 
become very serious, due to the high Coss of 
transportation from the Prairie provinces to Eastern 
Canada markets, viz. Toronto, ‘Ontario, and Montreal, 
Quebec. The spread covering the marketing cost of 
butter has to be narrowed if cream production is to 
be encouraged to decrease butter shortages. In other 
words, the producer must get a maximum price in he is to 
be ericouraged to produce, 

Butter manufacturers in the Prairie provinces cannot 
compete on an equitable basis with Eastern Canada owing 
to the freight haul as the majority of butter in 
Eastern Canada is being hauled by truck. 


The undersigned, representing all creameries in 
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Manitoba, Saskatchewan and Alberta, are of the 

Opinion that the classification On butter should be 
reduced from third class to fifth class in carloads, 

or a commodity rate on butter from the Prairie provinces 
vo" Toronto; Ontario, and Montreal, Quebec, equal to 

Such change in classification. 

Butter is the cleanest and easiest commodity 
that can be handled by freight and compares favorably 
with other products having a lower classification, 
for example, "lard", which takes fifth class in carloads. 

With the recent increase in freight rates the 
butter situation has become further aggravated and 
unless the lower transportation costs as requested, are 
Branted, the butter manufacturers will be compelled 
to reduce the paying price to the producer for his 
butter fat, which will mean only one thing, and that 
is that the producer will go out of the business of 
raising dairy cattle. This would not only creates 
greater shortage in the production of butter, but Would 
seriously affect the milksupply which is so essential 
to the consumer. 

As evidence of this the butter production in 
Canada is steadily going down and will continue to do 
so unless all agencies work together to have the 
greatest possible return made to the dairy farmers. 

When this matter comes up for considdration by 
your committee, it will be appreciated if you will 
have our representatives attend. 

In acknowledging this application please do so 


to Mr. C. P. Killick, Secretary, the Manitoba Dairy 
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Association, 143 Legislative Building, Winnipeg, 
Manitoba. 

Soups very truaiy: 

The Manitoba Dairy Association, 

The Saskatchewan Dairy Association 


The Alberta Dairymens' Association 
The Western Canada Produce Association 


Submission of the Manitoba Dairy Association, the 
Saskatchewan Dairy Association, The Alberta Dairymens'! 
Association and the Western Canada Produce Association -_ 


to the Canadian Freight Association, Winnipeg, Man. 


The above dairy associations represent a cross section 
of the dairy industry of the provinces of Manitoba, 
Saskatchewan and Alberta - with over 200 creameries and 
milk and cream distributing plants and numerous patrons 
who ship to those creameries. The interests of the 
operators or manufacturers are closely allied with those 
of the producers - several of the deiry organizations 
are co-operative - though independent operators are in 
@a similar position however, they depend upon the 
production of milk and cream in thelr Ousiness, anc 

it is in their interests to see that the producer gets 

a fair price to encourage production. At the same time 
the producdr is interested in seeing that the manufacturer 
Turns OULD a high quality product, 

The dairy industry has made every effort to provide 
the essential andhighly nutritional food products so 
necessary for the health of our nation. 

We submit that the dairy producers of the Prairie 


provinces are being penalized due to high freight rates, 
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resulting in serious damage to the dairy industry, 
which is of such importance in primary production areas 
such as Manitoba, Saskatchewan and Alberta. These 
provinces produce a considerable Surplus of creamery 
butter, and by reason of their geographical location 
have long distances to ship by rail to the consuming 
markets of the deficiency areas in Ontario and Quebec. 
The Montreal price, less freight charges, is the 
Standard upon which Western Canada prices are Seu, 

Butter, being a concentrated food DPOGUCTS es 
by its nature, the main dairy product that can be 
Shipped long distances by rail. This is the chief 
reason why creamery butter absorbs over 50 per cent of. 
the prairie provinces milk production. It is estimated 
that 52 per cent of Manitoba's, Saskatchewan's and 
Alberta's butter production was exported to Eastern 
markets during 1947. Moreover 73 per cent of butter 
is made at country points. It is most of this putter 
Which is exported out of the prairie provinces. 

Importance of Transportation Costs in 
Butter Shipments 

RIT items entering into creamery or dairy proceseimec; 
except labor, carry transportation costs, including 
freight and express charges. In the butter industry, 
there are three main items entering the transportation 
BLCLUres 
(1) Transportation charges on the incoming raw material, 
i.e. milk and cream. 
(2) Transportation charges on materials used in 
manufacturing (wooden butter boxes, salt, washing 


compounds, neutralizers, box liners, butter wrappers, 
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butter colour, cardboard containers, eve ., ard ei? 
heavy dairy equipment). 
(3) Transportation on the outgoing finished product. 

All heavy dairy equipment comes from the East, 
as well as most of the Supplies going into the 
manufacture of butter, 

In the following table we list the present freight 
rates - as against the proposed rates on butter from 
representative points in Manitoba, Saskatchewan and 
Alberta to the Eastern consuming markets. 

TABLE I 


Present and Proposed Rates 
From Representative Points to Montreal 


Present 3rd Class Proposed 5th 
Celi. per 100 tis et oe per 


MANITOBA to Montreal 100 lbs to Mtl, 
Winnipeg eu 1236 
Brandon 2.47 iaelers, 
Gladstone 2.40 bess 
Roblin eee 1.74 
Shoal Lake 2.54 heels 
Souris erbe L262 
Swan River 216 2276 
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SASKATCHEWAN 
Broadview 
Humboldt 
Lloydminster 
Melville 
Melfort 

Moose Jaw2 
North Battleford 
Regina 
Saskatoon 
Swift Current 
Weyburn 


Yorkton 


ALBERTA 
Calgary 
Edmonton 
Red Deer 


UN is 


Who will Benefit in reduced freight cost? 


44 


Present 3rd el. 
C.L. per 100 lbs 


to Montreal 


2.46 
3.05 
3.41 
2. (0 
eres) 
eu 9g 
3080 
2.92 
Dm bs 
etal, 
2.84 
2476 
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Proposed 5th 
CL Cri per 


100 lbs to Mtl. 


ey ee: 
1.98 
ace 
I3{o 
2.03 
1.95 
2.14 
1.88 
2.05 
EAL OM | 
1.84 
deere 


2.40 
2.40 
2.46 
2.40 


Any reduction of freight rates will ultimately benefit 


the producer or dairy farmer. 


The creamery operator 


particularly in the past few years, under a highly . 


controlled marketing system has had to operate under an 


extremely narrow margin. 


Competition has been so keer 


to obtain the raw product from the producer that 


margins have been squeezed to the limit in the butter 


industry. 
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Since 1943, butter production in the 
Prairie provinces has dropped approximately 50 per 
cent and the increases in freight rates which have 
been granted will further reduce the returns to dairy 
farmers which they have, as proven by their actions: 
found unprofitable since 1942, 

Manitoba, Saskatchewan and Alberta butter being 
an exportable product the price is governed by the 
Montreal and Toronto markets and these are now controlled 
by ceiling prices. 

Importance of Dairy Industry 
If Western Canada is to progress and maintain a 
satisfactory grain production, it is necessery ce 
encourage dairying, notto penalize it. A reduction of 
the producer's return will curtail production still more. 
Good farming practice demands that over large areas in 
the west soil conservation is éssential. For soil 
conservation we must seed more land in grass and pasture, 
and to utilize this grass and pasture we must turn more 
to the most efficient method for this utilization, which 
as the dairy cow. 

Summary 

Manitoba's, Saskatchewan's and Alberta's butter is 
extremely important to Canada as a whole. As the prairie 
provinces supply deficiency areas in Eastern Canada, 
the burden of freight rates fall heavily on this product. 
Unless there is a reduction in freight rates from the 
prairie provinces to Eastern Canada it is conceivable 
that there will be a partial economic breakdown of the 


Dairy industry within the prairie provinces. 
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Canadian Freight Association Tariff No. 67, 
issued March 28, 1947, and effective April 1, 1947, 
provides that the wartime minimum loadings become the 
regular peacetime loading basis; and in so far as 
the transportation of dairy products, more particularly 
weamery butter, is concerned, constitutes a saving to 
the railways equivalent in its effect to an increase in 
freight rates over the pre-war level. 

General Remarks 

This submission is made in support of our 
application to the Canadian Freight Association dated 
June 17, 1948. 

We are not asking for a change in the Canadian 
freight classification, but for a special commodity 
rate, showing that butter, in carload lots from the 
prairie provinces (Manitoba, Saskatchewan and Alberta) 
to Toronto, Ontario, andMontreal, Quebec; be Tilt class 
in carloads, the rates applying to be the same as in 
Crm ke. tariff U.Pr and as amended by GP. nh. carers fic oe 
Dated at Winnipeg, Manitoba, June 25, 1948 

Respectfully submitted, 
THE MANITOBA DAIRY ASSOCIATION 
THE SASKATCHEWAN DAIRY ASSOCIATION 
THE ALBERTA DAIRYMEN's ASSOCIATION 
THE ALBERTA DAIRYMEN's ASSOCIATION 


THE WESTERN CANADA PRODUCE ASSOCIATION 
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BOARD OF TRANSPORT COMMISSIONERS 
FOR CANADA 


Ottawa, 2ist, June, 1946 

Shee. ne Fe nil tei 
secretary, 
The Manitoba Dairy Association 
143 Legislative Building 
WINNIPEG, Manitoba 

(File - 45544) 
Dear Sirs 

Acknowledgement is hereby made of your letter 
of June l/th, as requested by you, which has been 
duly noted. 

In view of the fact that the subject matter 
tirepeor is limited to one commodity, the Board is 
prepared to ddaal with the application if it becomes 
necessary without incorporating it in the general 
investigation now in progress. For your information 
the Board has received a number of applications which 
deal either with local matters, or matters relating 
tO specific commodities, and as its general 
investigation is more particularly concerned with 
regional differences in rates, it has adopted the 
prodedure of dealing with these specific applications 
entirely separately from the investigation in question. 
By these means, the Board hopes to expedite the handling 
of all the matters without unduly delaying the 
settlement. 

You may rest assured, however, that whaterer 
principles maybe involved in the general freight rate 
investigation which are applicable to specific complaints 


abovereferred to, the same consideration will be given 
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to the specific complaints as if they were part of 
the said investigation. 
Yours. truly, 


P. F, Baillargeon, 
per Civer. 


P.F. Baillargeon) 
Secretary. 
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WESTERN CANADA PRODUCE ASSOCIATION 
(Manitoba Division) 
205) 0. i. Plynn, 
Chairman, 
Canadian Freight Association 
(Western Lines) 
eres PS hs Buitoing: 
Winnipeg, Manitoba 


Re ~ Processing-in-Transit 
Arrangements Frozen Eggs. 


PURPOSE: 

dog? This memorandum is a request by the Western Canada 
Produce Association for the establishment of processing 
an transit privileges on shell escs, purenaced 2... 
lots in Western Canada, assembled and processed in 
Winnipeg and shipped as frozen egg to Hastern Canada, 
either for export or domestic consumption. The manner 
in which these privileges would be implemented by the 
Railway companies is-.described herein. 

GENERAL BACKGROUND OF THE FROZEN EGG INDUSTRY 

2. The frozen egg industry has developed greatly in 
Canada within the past ten years. This development 
received its impetus partly from the necessity of 
findinga method of serving the domestic baking industry 


more effeciently and partly to meet the requirements of 
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Great Britain for eggs in frozen form. The processing 
of eggs in frozen whole egg, albumen and yolk was 

also necessary to make the most efficient use of the 
lower grades of eggs, the volume of which rose rapidly 
during the war years as part of the phenominal advance 
in Canadian egg production which occurred at that time. 
The general prosperity and high level of purchasing 
power in Canada was, of course, @ Laector! inthis 
development. 

The following figures will serve to illustrate 
the size of the frozen egg business and the important 
place that egg processors in Winnipeg have assumdéd in the 
total production picture. The geographic position of 
Winnipeg within the economy makes this city the hub of 
the frozen ese industry, a role for which it is well 
Suited because of the large and well equipped breaking 


plants and good refrigeration facilities. 


Total production of frozen egg - Canada 20,000, 000 hs. 
Produced for export 10,000,000 lbs. 
Y for domestic trade 10,000 COO Aiea 
Total production of frozen ege - Winnipee, 7,0007000 tea. 
Produced for export 35000 OOO Lbs. 
a for domestic trade 4,000,000 lbs. 


Percentage of total frozen egg processing 
done in Winnipeg 35 per cent 


These figures are approximate. Exact data could 


probably be obtained from the Dominion Department of 


Agriculture. 


It will be seen that a very large part of the 


Canadian frozen egg industry is centred here. This is 
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an enviable position, one which our association is 
very anxious to maintain, and one which we submit 
also benefits the railways. It will be conceded that 
dreumstances which tend to reduce rail traffic out of 
Winnipeg also tend to reduce therevenue of the railway 
companies. 
COMPETITIVE DISADVANTAGE 
-e Ai Situation has developed, which unfortunately 
threatens to do that very thing. Egg processors in 
Winnipeg are working under a competitive disadvangage 
with Eastern processors who are for the most part 
Situated within their own markets and for whom 
transportationcosts on frozen egg are a very small 
item. This is a disadvantage of geography which has 
always beenaa problem for Winnipeg processors, and one 
which is very difficult to completely equalize in the 
agsence of subsidies or legislative intervention. But 
in addition to this natural disadvantage which arises 
as a result of geography a further one arises from 
conditions within the industry aggravated by the present 
freight tariff as it applies to frozen eggs. Winnipeg 
processors, it will be seen, are also under a serious 
competitive disddvantage with processors in Saskatchewan 
and Alberta. 

Manitoba does not produce sufficient eggs to 
supply the Winnipeg preaking plant with their require- 
ments, although Western Canada as a whole, does. It 
is therefore necessary at times to reach out to such 
placdés as Edmonton, Calgary, Moose Jaw, Regina and 


other Western points for supplies of breaking stock. 
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These supplies in the main represent a surplus over 
wnat is required by breakers operating within those 
areas. 

These eggs are to a large extent brought into 
Winnipeg on the fourthclass car lot rate. Freight is 
calculated on the basis of 56 pounds per case, minimum 
ear 24,000 pounds. The eggs are processed, placed in 
pails usually of 38 pounds net weight, then frozen, 
stored for varying periods, then moved to Easter points 
either for export or domestic use for baking purposes. 
Progen ege is not Sold direct or home consumption. 
When moving east this product carries the same rates as 
shell eggs, i.e. $1.33 per CWT export, $1.67 domestic. 

We have worked out some examples of how the 
present freight tariff works to the disadvantage of 
Winnipeg firms. Let us assume that a Winnipeg breaker 


has purchased car lots of eggs at Edmonton and Regina. 


Domestic 


(1) Edmonton to Winnipeg 


600 cases at 56# - 33,600 pounds at $1.29 = $433.42 


Finished product. is converted into Drocen 
egg and shipped on domestic rate to Mtl. 
(1 case eggs - 1 pail melange) 


Winnipeg to Montreal 


600 cases 403 pounds - 24,300 # at $1.67 - 405.81. 
Total Freight $ 839.25 


Edmonton to Montreal (through rate) ; 
600 x 403 pounds 24,300 # at $2.82 ¢ 685.26 


Additional freight paid by Winnipeg vrocesso 153.99 


ig .68 ¢ a pound based on net weight | 
of product 22,800 #(600 x 30#) 
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(2) Export 
Edmonton-Winnipeg 433.44 
Winnipeg-Montreal 600 x 424 
25, 350# at $1.33 _ 337.16 
TOTAL FREIGHT 770.60 
Edmonton-Montreal 25,350# at 1.97 199.40 
ef iwmeo 


Additional freight paid by Winnipeg processor 
is $1.189 per pound based on net weight of 
product 22,800 pounds 


(3) Domestic 


Regina to Winnipeg 
600 cases at 56#-33,600 at .76 255.36 


Converted to melange 
Winnipeg to Montreal 


600 tpails at: 4047 24) 360 St 2.67 405.81 
TOTAL FREIGHT 66117 
Regina to Montreal (Through Rate) 5U4 . 32 
600 x 403 24,300 at 2.24 yeni 
116.85 
Additional Freight paid by Winnipeg 
processor is .51¢ per pound based 
on net weight of product 22,800 lbs. 
(4) Export 
Regina to Winnipeg 
600 cases @ 56 pounds 33,600 at .76 255.36 
Winnipeg to Montreal 
600 epaiiaicat 42325 (257350: ater .35 337 O15 
$ 592.51 
Regina to Montreal 
600 pails at 42.25 25,350 at 1.68 425.88 
166 .63 


Additional Freight paid by Winnipeg 
processor is .73¢ per pound based on 
net weight of product 22,800 pounds. 


Note - all icing and switching charges omitted. 
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These examples illustrate quite clearly that 
processors in Saskatchewan and Alberta have a competitive 
advantage of up to 1.12 cents per pound. While this 
may not appear as an impressive figure, we cannot too 
strongly stress that a.1 cent or even ee cent advantage 
in the frozen egg business is a very serious handicap, 
particularly in view of the fact that on 4 1,500 paid 
car 1 cent a pound amounts to $570.00. It is a4 sutficicnitc- 
ly serious disadvantage that under more competitive 
conditions the frozen egg business in Western Canada will 
eventually have to be decentralized and Winnipeg will 
in time lose its position as one of the main processing 
centres for frozen eggs in Canada. It is perhaps 
pertinent to note here that the far Western processors 
ey OY a further advantage in being able to acquire 
breaking stock at lower prices than we, since much of 
it is purchased direct from the producer. 

Loss of Rail Revenue 
4, A large proportion of shell eggs processed into 
frozen egg are undergrades. Generally speaking, 
there is a greatly restricted market for this product 
except in frozen form; in fact, were it not for the 
frozen egg industry which absorbs these undergrades their 
value relative to other eggs would be very low and the 
produce industry would have the greatest difficulty in 
merchandising this class of product. 
If, for competitive reasons, the Winnipeg pro- 
“or. .ose the frozen egg business or a large part 


of it, much of this undergrade product would not be 
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processed and the railways would lose the revenue from 
the shipment of frozen ege. They could not hope to re- 
coup the revenues from the movement of carlots of under- 
grades that otherwise might have been processed, since 
demand in Eastern Canada for undergrades as shell eges 
is practically nik, and is absolutely nil, so far as 
export trade is concerned. 
Processing-in-transit Privileges 
wes It is a fair assumption that if Winnipeg processors 
were placed in a better competitive position with Eastern 
and Western processors the sale of frozen egg originating 
in this city would increase and that the freight revenues 
accruing from the movement of this product out of 
Winnipeg would also increase. 

This association therefore recommends that pro- 
cessors be given “processing-in-transit" privileges by 
the railways, and suggests that they might be worked out on 
this basis: 
(a) The processor be allowed to apply paid freight expense 
bills on frozen egg moving to Eastern Canada aginst the 
through rate from point of origin, on the weight basis of 
five to four, plus stop off charge of 6 cents per hundred 
pounds. As an example of how this would apply take a 
Shipment of eggs purchased in Edmonton, processed in 
Winnipeg and shipped to Montreal for export: (Icing and 


switching charges not included in any of these examples). 


Rate 

Edmonton to Montreal me 
Stop off mace 
Less Edmonton to W innipeg 1.29 


Billing rate 74 
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However, it would not be equitable from the Railways point 
of view to accept paid freight bills on shell eggs for 
application on frozen egg, on a pound or per pound basis 
Since there is a weight loss of 25 per cent inturred gn ere— 


cessing. This weight loss is determined as follows: 


Case and fillings 12 pounds 
Egg Shell B a 
Total 193 
Less pail & Carton ye 
(Frozen Egg) Tat or 25% of 56 pounds 


(weight cf one case 
shell eggs) 


It is necessary therefore on export shipments to adjust 
either the billing rate or the weights which may be applied 
on the frozen egg shipment. For instance, on a shipment 
of 60,000 pounds of frozen egg, the processor might be 
required to apply paid expense bilis for shell eggs 
totalling 80,000 pounds. If the processer is unable to 
supply paid expense bills at weight rates of four to three 
for the entire shipment, then he should be permitted the 
through rate plus stop off on that portion of the shipment 
for which he has paid expense bills to cover. 

in actual practice, as a good many of the cee caece 
would subsequently move eastward in domestic trade, the 
real weight loss to the railway would be somewhat less 
than 25 per cent. However, owing to the Gifticul vy of 
establishing the exact amount of cases that would move 
eastward in domestic traffic, our Association suggests that 
as compensation the Railway accept the figure of 25 per 
cent weight loss on domestic as well as export movement. 
In domestic frozen egg, the weight loss to the railways 
is, by the above figuring, about 28 per cent since the 


shipping weight is only 404 pounds as against 423 
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pounds for the export pack, 
6. The Railway companies in the United States have, we 
believe, an arrangement similar to the one suggested in 
Canada. The principle of processing-in-transit is in 
general application where cereal grains are concerned. 
We submit that there is almost an exact parallel between 
the arrangements we are asking for and the one now in 
effect for flax, where flaxseed is Shipped to Winnipeg, 
converted to oil cake and then reshipped. There is also 
a parallel and a precedent in the case of barley, which is 
Shipped in bulk to Winnipeg, malted,. and. the malt re- 
shipped. 
The parallel is somewhat less striking in the case 
of wheat converted into flour, bran, shorts, é€tc., since 
there 16 little or no wetght loss in the processing: 
We,therefore, submit that there is no é@ssential 
difference between the processing of grain for re-shipment 
and the processing of eggs for re-shipment. In both cases, 
the preduct is merely canverted into another form in order 
te make it mere acceptable to the ultimate user and that 
this principle has already been recognized and applied by 


the Railways. 


SUMMARY 


es Our arguments for the granting of processing-in- 

transit privileges may be summarized as follows: 

(a) Because of conditions within the industry in Western 
Canada which compel Winnipeg egg breakers to haul 
eggs for breaking great distances coupled with the 


disadvantage of great distance from markets for 
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frozen egg, as well as a freight tariff which does not 
permit them to take advantage of through rates, the 
Winnipeg firms processing shell eggs are under a 
Serious disadvantage in competing with both Eastern 
and Western egg processors; and that 

(b) This disadvantage is sufficiently serious that unless 
Something is done to bring some equalization in the 
competitive position of Winnipeg processors, they will 
eventually lose a good part of their business, and 
Winnipeg will also lose its position as a major centre 
of the frozen egg industry, a development which, it is 
Submitted, is also undesirable from the railways! 
point of view, and 

(c) That the loss of an outlet for undergrade eggs for pro- 
eessing as a result of losing the market for frozen 
egg will work to the disadvantage of the railways as 
well as the processors; end Lina liv 

(ad) That the granting of “processing-in-transit" privilege 
will go a long way towards bringing about a more 
equitable competitive relationship between processors 
so far as transportation costs are concerned; that 
such\privileges are justified and have already been 
recognized by the United States Railways and by the 
Canadian Railways in respect of certain other food 
products which are processed in transit. 

CONCLUSION 

8, We sincerely trust that this memorandum will have 


your careful and sympathetic consideration. 


All of which is respectfully submitted. 
WESTERN CANADA PRODUCE ASSOCIATION 
(Manitoba Division) 


On behalf of the following member firms: Borden Co. Ltd.; 
Burns & Co.; Canada Packers Limited; Canadian Poultry Sales 
Ltd.; Joe Lowe Corporation; Midwest Produce Company; Swift 


Canadian Company. 
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CANADIAN FREIGHT ASSOCIATION 
(WESTERN LINES) 


May 14, 1949 
29 ee Sa ay 
Mr. A. ©. Counsell, Secretary, 
Manitoba Division, 
Western Canada Produce Association, 
346 Main Street, 
WINNIPEG, Manitoba. 
Dear oirs 

Referring to your letter of March 19th, 1949, 
making application for processing in transit privilege 
on eggs at Winnipeg, Manitoba. 

Careful consideration has been given to your 
application, as embodied in memorandum submitted with 
your letter of March 19th, also to the verbal repre- 
sentations made by representatives of your Association 
ae mecting*of our Tariff Committee heldyhere on 
April 13th last, and after thoroughly reviewing the 
matter, I have to advise the decision reached by the 
Committee was that your application was one which 
could not consistently be granted. 

Yours truly, 
(Signed) F. J. FLYNN, 


Chairman. 
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EXPRESS RATES ON EGG & POULTRY SHIPMENTS 


EGGS 


TO-DAY'S RATE 
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Mr. Goodman 
456 Or. ex, 


MR. SHEPARD: Mr. Chairman, I do not know 
whether you would like to have numbers givenat this 
time tothese attachments or whether they should be 
considered as part of the brief. I want to refer to one 
of them now. 

THE CHAIRMAN: If they are part of the brief, 
we will know where to find them. 

MR. SHEPARD: I wondered if they might be typed 
out and appear in the record, 

THE CHAIRMAN: They will be there all right. 

MR. COVERT: Perhaps they might be typed out 
ie cae record. 

MR.SHEPARD: That would be quite satisfactory . 

THE CHAIRMAN: Are there any questions to be 
addressed to Mr. Goodman? 

Mn. COVERT, Oo MrieGoodman jeyou ceterm te ycur 
brief to your efforts to cet. some relief to the butter 
reves anc: you attach, tothe oriei = copyech awietuer 
dated June 17, addressed to Mr. J. A. Flynn, agent, 
Canadian Freight Association, at Winnipeg. I understand 
that a copy of that letter was also sent to the Board 
of Transport Commissioners. 

have Nes Le: WAS. 

Q@. And further on, among the attachments, there 
48 a letter dated June 21, 1948, from the Secretary 
of the Board of Transport Commissioners which ingd cates 
that they acknowledge your letter and they say that 
in view of the subject matter thereof being under. the 
one commodity, the Board is prepared to dealwith the 


application, although if it becomes necessary without 
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456-a Mr. Goodman 
incorporating it in the general investigation now 

in progress. Has anything further developed? 

Has action been taken by the Board since that letter? 

A. We have had no further word from the 
Board of Transport Commissioners. 

Q. You have not. I take it, Mr. Goodman, 
that this submission is made by you in a desire to 
draw to the commission's attention things of which you 
have personal knowledge in your own business. 

oe, Noirs 

Q@. And you are not an expert on freight rate 
matters generally? 

Ae NO, DL certainly am nov. 

THE CHAIRMAN; Ape there any questions? 

MR. EVANS? @. On the poin® whieneir = Shepera 
raised, Mr. Goodman, I gather that you sent to the 
Board of Transport Commissioners a bopy of your’ ietver 
of June 17, to theCanadian Freight Association. 

io Sess 

Q@. Did you write a letter accompanying that, 
or did you justenclose it in an envelope? 

A. I believe it was covered - no, I could not 
say for sure. The secretary of the Associatinn did it. 

Qeedf there is a letter, will you tise Lt? 


Acw Yé6és ,%¢ertainiy. 


Q. Because you see, the Board, in its letter to 


you of the 21st, acknowledging your letter, it save, 
of June 17, as requested by you - Il put at rto rou 


Goodman, that, at that time, so far as the Board knew 
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Mr. Goodman 
456-pb 


you are merely ‘making an application to the 
Canadian Freight Association, 

A. -Yes. 

Q@. Did you at any time subsequent to that 
after the Freight Association rejected your request, 
write to the Board and complain about the rejection? 

A. I do not believe the Board of Transport 
Commissioners was contacted again. 

@. 100: eo eiee suggested that you had heard 
nothing more from the Board. But you really could 
not have expected to hear from the Board unless you 
communicated to them the result of your petition 
wo the Association, could you? 

A. It says here that the Board is prepared 
to deal with the application if it becomes necessary. 

@. And that is why I make the suggestion to you; 
i put this to you. It is quite probable that the soar 
expected to hear the result of your petition to the 
Association; and that not having heard anything more 
is it not likely that they would think it was not 
necessary to deal with it? 

A. They might have. 

Q. Isn't that a logical thing to daw. from the 
correspondence as filed. I don't want to be unfair 
about it, and I am sure you don't want to be either. 

A. I am sure I would not; but yet, at the same 
time we made a request for a reduction in the rate, 
and we would feel that that would be ample notice to 
the Board. My impression is that the Board of 


Transport Commissioners supersedes the Canadian Freight 
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Mr. Goodman 


Association; and if they made a study of the 
Situation and found that the butter should be 
transported at a lower cost, they could advise 


the Canadian Fret’ght Association to that effect. 


Page 457 follows 
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Q. Wouldn't you as a business man expect, Mr. Goodman, 
that if you had any complaint to make to the Board after the 
rejection of your request from the Association, you would 
have made it to the Board? Now, Isnioovhat, aie? 

A. Yes, that is a fair assumption. 

Q. And isn't it also fair for the Board to have assumed 
that, since nothing came of this, you may have been satisfied 
by the explanation made by the Association? 

A. I do not believe the intention at the time was -- 
we were making a request both to the Canadian Freight 
Association and to the Board of Transport Commissioners; 
that was our intention at the time; we did not hinge on 
the other, as far as we were concerned. 

Qe Well, the Board apparently misunderstood it, 
because they said the Board is prepared to deal with the 
application if it becomes necessary; I suppose that must 
mean, mustn't it, that the Board did not know whether it 
was going to be necessary for them to deal with it, or 
whether you would deal with it satisfactorily through 
your petition to the Association? Let “us be’ Taga anoue 
this, Mr. Goodman; I want to be, and I am sure you do. 

A. Yes, they say that the subject matter thereof 
is limited to one commodity and they apparently were 
prepared to deal with one commodity. 


a I do not think you are reading that letter 


wv 


correctly. 


A. Well, that is what they say -- in view of the 


fact that the subject matter thereof is limited to one 


commodity. 


O'. Now, just read on: 
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"In view of the fact that the subject matter is 
limited to one commodity, the Board is prepared to 
deal with the application if it becomes necessary 
without incorporating it in the general investigation." 

In other words, they give you special treatment, as I read 
it; they would not wait for the general inquiry? 

MR. SHEPARD: Mr. Chairman, it seems to me that 
the correspondence is filed, and perhaps the Commission 
can understand it without taking too much time in cross- 
exattination. 

THE CHAIRMAN: Yes; it is a matter of argument, 
reaLe ne? 

MR. EVANS: Well, perhaps so. 

THE CHAIRMAN: Here it iss; apparently Mr. Goodman 
understood it in a certain way, and if necessary we shall 
have to interpret it and say how it ought to be understood. 

MR. EVANS: I am through with that now, anyway, 
sir, but my friend expressly asked a question which drew 
out of the witness the idea or the statement that he heard 
nothing from the Board, and that left an inference which 
ie felt ought not. to be, deft, witherespecc: However, I am 
through with it, sir. 

THE WITNESS: I might say, Mr. Chairman, that at 
the time we made this we were not awcre that any large 
investigation was in progress at that time. 

THE CHAIRMAN: Q. But they refer to it 

By Yes. 
&. They say, "We are dealing with only one commodity, 
and therefore we can attend to it without making it part 


of the general investigation, and we willdo so if necessary." 
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Now, what they meant by that “if necessary" is a matter 
of argument at the present time. 
MR. EVANS: Q. Now, I gather that there are two 

Subjects; the one has to do with butter and the other has 
to do with eggs. Perhaps we may deal first with butter. 
On page 2 I notice the statement made, "Production has gone 
down" -- you see that, just above the centre of the page? 

A. RGeceye 

Q’ -- "in spite of an unprecedented domestic demand." 
Now, I am trying to solve in my own mind why with an 
unprecedented demand there should be a decrease in the 
production of butter; I wonder if you can help me on that? 

A. The cost of production of butter has increased to 
such an extent that it is not profitable for a great many 
of the farmers to produce butter. 

Q. With a high demand you get a high price to pay 


ror we cos:, don't you? 


A. No. che -price’ 2s Unger cel ting. 

Q. Now? 

A. No; it just came off last May, I believe. 

Q. Well, aren't we speaking now of the present? 

A. vex. 

Q. There is no ceiling price; there is a floor price? 
AS 16s. 

ir And the floor price to the rarmer is what? 

A. 58 cents, basis Toronto. 

Q. That is the price to the Tarmer? 

A: No, that is the basis of butter f.o.b. Montreal. 


Q. And usually, just roundly, what does that give 


the farmer? 
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ue To the farmers in Manitoba it probably returns 
a 60-cent butter-fat basis double cream. 

Q. That is, a pound of butter fat produces more 
than ea pound of butter? 

ae x%eS3 

Q. That is on another page in your brief. I had 
a little difficulty tying these two things together, but 
if I am not accurate in this I wish you would correct me. 


You suggest that there is a tremendous competition between 


the butter poducer -- that is the man who turns the cream 
into butter -- and the other users of cream and milk; is 
that true? 


A. No, that is not. I did not try to convey that 
thought here. 

Q. I want to be accurate about it, because I thought 
somewhere inone of these letters -- oh, yes, if you will 
look at the submission of your Association to the Canadian 
Freight Association, which is the first document in the 
appendix, on the second page just below the table there is 
a paragraph, and the last sentence says: 

"Competition has been so keen to obtain the 

raw product from the producer that margins have 

been squeezed to the limit in the butter industry." 
Now, what does that mean? 

A. That is principally competition between 
one creamery butter-making plant and another creamery 
butter-making plant. 

Q. Now, that competition means that both 
creameries, assuming there are two in competition, are 


competing between themselves to buy the cream and the 


eNheoD 4M 


7 


ai 


ang 


, 


ae 
fo 


7335 


s 
‘ 


¥ 
8 
oy) 


ik 
re 


red Fit 


oer 


Sd 


a 


ei 
on 
og 


or 


f 


Te 


att 


teat 


pie 


- 461 - Mr. Goodman,cr.¢x. 


milk from the farmer? 

a Yee. 

Q. Now then, so far as the farmer is concerned, that 
Sa precty nearly an: ideal sitvavion, went 2c: 

A. SnouUld be, yes. 

Q. And because of the intensive competition between 
the makers of butter, the farmer is getting a very high 
price for his cream, but the margin allowed to the manu- 
facturer of butter has been reduced; that is your point? 

A. Yes. 

Q. And therefore you say that, the margin having 
been reduced, the rise in the cost of producing butter is 
the thing that drives people out of the butter business? 

A. A yise in the cost of production cf tne Dutcer 
SAC nOm OUCLer. 

Q. IT was trying to segregate these two branches of 
your enterprise. 

A. Well, the butter fat is produced by the 
farmer. He has increased costs and the heavier demand on 
labour that is not available to him. 

a I thought we rather understood each other. We 
had the two creameries competing between themselves to get 
butter fat from the farmer, and I thought you agreed with 
me that that was pretty nearly an ideal situation for the 
farmer to be in, because it enabled him to get a very high 
price for his putter fat? 

A. Get the highest possible pricey Vee. 

Q- and it was the margin of the producer of the 


butter after he had bought it from the farmer that was 
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causing this difficulty; I only want to get your idea. 

A. No; this margin refers to the butter Operators, 
I believe. I have not read this for quite some time. 

Q. You see my difficulty; I just read it --- 

A. It says here the creamery operator is operating 
on a narrow margin. In the first part of the brief, though, 
when I referred to the narrow margin, it was the margin 
of the producer himself who produced the butter fat. 

Q. I thought we were more or less agreed that the 
farmer was sitting rather pretty on this thing, because he 


had people keenly competing for his raw product? 


Re Yes. 
Q. That is almost ideal in any business, isn't it? 
A. Yes, if the price ceilings had been open he 


would probably have got sufficient to pay for his costs but, 
in view of the fact that the price ceilings were on, he 
could not get what his cost of production was, and that was 
the reason that we had the decline in production. 

Q. Wouldn't you agree with me this far, that, whatever 
may have been the disabilities produced by the price ceiling, 
those disabilities do not exist to-day? 

A. No, for the past thirty days. 

Q. So that when we examine your brief we have to 
examine it in the light of the condition as it is to-day and 
not as it was under price control. The railways suffered 
from that difficulty, too, in regard to rates. Then on 
page 2 you speak of the markets for most of Manitoba's 
surplus dairy and poultry products being in Eastern Canada, 


and by reason of distance and consequently of higher freight 


rate charges our producers are under a handicap, and so on. 


(Page 465 follows) 
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Now then, do you export a large proportion of the butter 


produced in western Canada? 


A You mean out of Canada? 

Q Yes, do you CxXporct av all? 

A No, we have not exported since the beginning of 
the war. 

Q Mere is no export; Wut there is export of other 


commodities such as frozen eggs and other dairy products? 

A Yes, some dried milk powder and cheese. 

Q Then on the export of such of those commodities 
as are exported there are special export rates, are there 
not? 

A Yes, there are. 

Q And they are lower than the domestic rates? 

A Yes, they are. 

Q Now, then, on the first page of the letter to the 
Association of June 25 there is a list of the forms in 
which your costs are affected by transportation charges. 
The first one is transportation charged on the incoming 
raw material. That is milk and cream. Am I right that a 
good proportion of that is trucked to the creamery, or 
wherever you take it? 

A Well, in the summertime the major portion of it 
is on trucks but in the wintertime it is reversed until the 
major portion is on the railways except in the centres such 
as Brandon. 

Q Taking a year round average what proportion of the 
milk and cream that you get would be brought in by truck? 

A Oh, I would say about 20 to 30 per cent. 


Q That is the year round average? 
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A That is for the twelve month period. 
Q Then, where do you get the wooden butter boxes? 
They are made in Winnipeg. 
Q And the transportation charges on those would be 
nil, f£ suppose? 
A Well, there is no transportation. 
Q I am now dealing with the second category. You 
have the letter before you? 
Yes. 
Then there is salt. Where do you get salt? 
From eastern Canada. 
Do you get your salt in eastern Canada? 
Yes. 
Is there not salt produced in Manitoba? 
Tob DULber Sale. 
Theat is a special kind or sSeice 
Yee, 


Waat kind of Balt de you wee: 


ie 6 Pe a ee 


It is flake salt that dissolves more readily than 
the regular salt. 

Q Then these other things, washing compounds, 
neutralizers, where do you get those? 

A rincipally imported from eastern Canada. 

Q Ana box liners? 

A Eastern Canada. 

Q Butter wrappers? 

A 


Bastern Canada. 


Q Butter colour? 

A Eastern Canada. 

Q Cardboard containers? 
A They are made here. 
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Q And then I suppose the heavy dairy equipment 
comes from eastern Canada? 

A And the United States. 

Q Then you have the last category of outgoing 
finished products. On the last page of that same letter - 
have you got that before you - in the second paragraph under 
the heading "Summary" there are these words: 

"Canadian Freight Association Tariff No. 67, 

issued March 23, 1947, and effective April 1, 1947, 

provides that the wartime minimum loadings become 

the regular peacetime loading basis." 


Have you been advised that order no longer is 2n efieer. 


A Yes. 
Q You have been advised that it has been cancelled? 
A Ves. 


Q But at the time you wrote the letter it had not 


A This was in June 1947. 

Q I did not know whether you knew that it had 
been cancelled. 

A Yes, June 25, 1948 

Q Now then, when you wrote this letter did you have 
representatives go down and talk to the Association? 

A We were advised one morning about nine o'clock 
that the matter would be Giscussed by the Canadian Freight 
AssoclLation at eleven o'clock that morning. 


Q You mean to say you were advised and you did not 


go east for the meeting,? What do you mean by that? 
A The meeting was in Winnipeg. 


Q Yow mean you did not have enough notice to attend 


the meeting? 
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-468- Mr. Goddman, cr-ex, 


A Well, we could not plan anything for the meeting. 


We had our brief prepared, but we only had about two hours 


to attend. 
Q Well, did you attend? 
A Yes, 
Q And was the position taken that the reason why 


they would not give the fifth class Cane butter was that 
butter all over the country was moving bee class rate? 
#38 thease not a fair summary of what they told you? 

A font know, 1 esnnot give you the actual pro- 
cedure of what took place there. I know we appeared, and 
we had an argument back and forth for about an nour, and 
there was not a great deal of intention evidenced on the 
part of the railways to give us any reduction, and we left 
with that feeling. 

Q You do not remember whether they told you the 
reason they could not reduce butter to the fifth class rate 
was that they would have to do that all over Canada? 

A No, I believe we discussed that with them, and we 
asked them for a special arrangement oncarload lots from 
the Prairie Provinces, Manitoba, Saskatchewan and Alberta, 
to Toronto, Ontario, and Montreal, Quebec by fifth class. 

Q Would that not suggest to you that shippers of 
butter from other points in Canada would have to have the 
Same rate? 

A I doubt if your transportation of butter in 
eastern Canada will amount to any great amount in any case. 
The majority of ea.stern Canada butter is handled by truck 
transportation, as I understand it. 


Q I think xyou would be surprised how vocal a few 
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-469 - Mr. Goodman,cr-ex. 


Shippers are when it comes to a difference in rate. Then 
the next letter is that of June 17 to Mr. Fiynn of the 
Association. It is signed by the Manitoba Dairy Associa- 
tion, the Saskatchewan Dairy Association, the Alberta 
Dairymen's Association, and the Western Canada Produce 
Association. In the middle of the first page of that 
letter there is this paragraph: 

"Butter is the cleanest and easiest commodity 
that can be handled by freight and compares favour- 
ably with other products having a lower classifica- 
tion, for example, lard which takes fifth class in 
carloads." 

Was it your idea that because lard takes fifth class that 
butter should? Is that one of your contentions? 

A We felt that lard is packed in’ similar sige ccon- 
Sainers, and thet butter is Just as clean ec lard. 

Q Well, you would not suggest that because lard 
has the fifth class rate that butter should also, would 
wou? DO you think that is a fair basis? 

A Well, what we fail to grasp here is that when you 
haul a commodity and you put it in 4 car and it weighs so 
many pounds, if they are similar commodities they should 
have similar rates. 

Q That principle c<tends to a comparison with salt 
because it appears on page tof “your brber? 

A Leet ' 

Le 

Q So that really what you are saying/that a 

commodity moving the same distance should have the same rate 


as another commodity regardless of the value of the com- 


modity. Is that so? 
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-470- Mr .Goodman,cr-ex, 


A No, not altogether. I would say that the cost 
of transportation enters into it. 
Q Let us assume that we have a car of salt moving 


between A and B. 


A Les. 

Q Any mileage you like. 

A tec. 

Q And you have got a car of butter moving between 


the same two points, and the same condition, the same 
peuto. Cost OL hendling, Saiv at Now much 2 powicy = gene 
a pound, would you say? 
A fecourdn © Say 
Q Would It be two or three cents 2 pound? 
A I believe it is more than that when you buy it 


in the retail stores, anyway. 


Q Oh, yes, but I am talking of carload lots. 

A You mean the flake salt that we use? 

Q What you talked about here. 

A A car of flake butter salt costs two cents a 
pound. 

Q So that here we have a car of salt moving between 


points A and B worth two cents a pound, and a car of 
butter moving between points A and B, and which is worth 
60 cents a pound? 

A 123 . 

Q You contend that because the cost of movement 
ig the same the freight rate should be the same? 

A I most certainly would say that if railroads 


can transport the same quantity from one place to another 


for $1 or 86 cents a hundred pounds they certainly should 
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-471- Mr.Goodman,cr-ex. 


not charge $2.54 a hundred pounds for transporting another 
commodity the same distance, 

Q You know there are differences between different 
classes, and that the percentage relationship between 
classes varies by a very substantial amount, do you not? 

A Well, they did not change when the price of com- 
modities was down lower. 

Q I am not talking about changes in the prices of 
the commodities. I am talking about value of the kind of 
commodity that is being transported. 

A Even so, prices change value. 

Q Oh, quite, but what I am suggesting to you is 
that salt at two cents a pound moving the same distance 
might not be able to move if it was charged a freight rate 
equal to the charge for butter or watches or something more 
valuable. You see the point, that the value of service 
enters into all freight rates? 

A Yes. 

Q And that the man who is shipping silk pays a lot 
more than the man who is shipping sand, and the man who 
is shipping wheat pays a lot less than the man who is 
shipping something very expensive? 

A Of course, in some of these cases the volume of 


your product has a lot to ado WEch io. 


Q The volume of your product? 

A Yea. 

Q You mean in the cost of handling it? 

A Yes 

Q Oh, that may be, but I am talking about the 


principle of carrying 4 commodity having a greater value. 
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-472- Mr.@oodman,cr-ex. 


You would agree with me, would you not, that butter can 
better afford to pay a freight charge at a higher level 
than salt, butter at 60 cents a pound? 

A My thought is that there must be a cost of trans- 
portation established somewhere, and if a low price com- 
modity must be priced low then it should be priced on the 
bests Gt the cost of transportation, not on che cosu7or 
the goods. If it cost you so much per ton mile” to move 
certain products, and they are low priced commodities, my 
thought is that should be the basis of the freight rates. 


THE CHAIRMAN: Mr. Evans, we must adjourn now. 


me. it &.AG poms the Commission adjourned vo mece 
at 10.30 a.m., Friday, June 3, 1949. 
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